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The War Effort 


the House of Commons again dis- 


N Wednesday 
cussed economic policy, this time in open 
session. Unhappily, it was a disappointing debate. Mr 
Greenwood began by picturing the economic plight of the 
enemy, blockaded by sea and attacked daily from the air. 
He spoke of Germany’s dwindling war reserves and of 
the impoverishment and starvation of the people now under 
German rule. Then, by contrast, the Minister turned to 
speak of our own economic strength, in terms which by 
now have become familiar. He described the various 
Measures of co-ordination, central and regional, that have 
been adopted to bring industrial capacity into full use, 
and he outlined the steps taken to bring raw materials 
and foodstuffs in increasing quantities from the New 
World. Mr Bevin carried on the story. He told how the 
use of labour was being planned. 

The sentiments expressed from the Front Bench were 
unexceptionable; but they were very general and in no 
way new. Mr Greenwood said that total war called for 
economic organisation on a scale unknown in the past, 
and he admitted that it had not yet been fully achieved 
in the present. He claimed that the Government would not 
allow its prosecution of the war to be limited by anything 
else than the nation’s whole resources. Mr Bevin, too, 
Could not be challenged when he declared that we could 
hot afford to leave any skilled or unskilled men standing 
idle. So far, so good. The proof of the pudding, however, 
Must inevitably be in the eating, and the House searched 
in vain in the Ministerial speeches for signs of that posi- 
tive approach to the economic problems of war which 
alone can afford any guarantee that the great potential 
resources of this country are being brought fully and 
swiftly into play. Many Members had in mind the figures 
of unemployment which had been published earlier in the 
Week. ‘That the number of men and women out of work 
should have risen between June 17th and July 15th by 


over 68,000 can, of course, be explained. The loss of Euro- 
pean markets owing to the entry of Italy into the war 
and the collapse of France meant an increase in unem- 
ployment in coal-mining of nearly 26,000; and the 
measures taken on June 6th to restrict the manufacture 
and sale of goods for civilian use accounted for increased 
idleness in tailoring, dressmaking, the boot and shoe trade, 
hosiery, cotton and other consumer goods trades. Neverthe- 
less, it is a standing criticism of the inadequate scale of 
economic mobilisation so far that the total of unemployed 
persons should still exceed 835,000 at a time when there 
is a serious shortage of labour in the war industries. 
There is no question about the need for cutting down the 
civilian trades, and therefore about the need to deprive 
people in those trades of their employment, but it is 
imperative at the same time to devise a continuous 
system of call-up and training for the Industrial Army 
that will absorb men and women from the non-essential 
industries at much more than the rate at which at present 
they are being thrown out of work. 

Mr Bevin admitted this in one of the truisms which 
marked his speech as well as Mr Greenwood’s. It is as 
vital, he said, to train men in the workshops as it is to 
train them for the Army. This was an understatement. At 
the present moment it is more vital, because the chief 
check on the recruitment of an army sufficiently large to 
undertake defence and attack in all possible theatres of 
war is a lack of supplies and equipment; and the main 
obstacle to a sufficient flow of war material is a lack of 
labour and capacity to produce it. It is not men that the 
Empire lacks, but munitions and machines. In any state- 
ment by the Government, it is proof that positive steps 
are being taken to raise the output of these to the highest 
possible, with the use of every available man and every 
available ounce of material, that is looked for. Mr Green- 
wood described how the use of the nation’s resources was 
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being supervised and co-ordinated by two Cabinet Com- 


mittees and a Production Council, and how an Industrial 


Capacity Committee, aided by Area Boards, was working 


to make plant and machinery available for the needs of 
war production. He gave no indication at all, apart from 
this machinery of inv estigation and consultation, of the 
forthright measures of conscription and enlistment which 
alone can guarantee that no suitable industrial equipment 
stands idle or is only partially used. It is a fact, not only 
that there is a great quantity of plant in small- and middle- 
sized concerns still unused, but also that the plant and 
machinery actually engaged on war work is still, on 
balance, far from being fully used. The causes are two- 
fold. In the first place, the machinery for bringing capacity 
into use lacks drive and, above all, authority. Secondly, 
the labour has not yet been made available to use that 
capacity even if it were fully brought into service. 

Mr Bevin said that he was “daily urging” manage- 
ments not to keep skilled men idle. He was “ asking ” 
them to “let” him put the men where war production 
could go on. He was appealing to what he called “ lazy- 
minded employers” to train men for war work, and he 
was not getting all the help he might. But it is in the 
power of the Government to compel industry to use 
skilled labour to the best advantage and to impose upon 
every employer the duty of training a quota of men and 
women. It is neither fair nor reasonable to expect indi- 
vidual employers, with their inherently narrow vision of 
the nation’s needs and their dependence upon personal 
profit and loss, to work out in bits and pieces a national 
labour policy and a scheme of national training. Only the 
Government can do this. Only the Government can put 
men to work where the Government knows they are 
wanted, just as only the Government can put industrial 
capacity to work at the places and at the rate that the 
urgency of military needs demands. To evade this positive 
task is but to falter from a plain duty: and all that most 
of Mr Bevin’s examples of action showed on Wednesday 
was a quickness to take special steps to deal with emer- 
gencies as they arose. This is not planning—though the 
later news that the Government is now pledged to pay 
the cost of workshop training is evidence of progress. 

The difficulties in the way of mobilising the nation’s 
resources are undeniably great. There are shortages of 
material. There are shortages of machines and machine- 
tools. There are shortages, as Mr Bevin rightly emphasised, 
of skilled men, but, most of all, at the present time, there 
is a shortage of organisation—not of advice for co-ordina- 
tion, not of machinery for consultation, but of ways and 
means to get things done—of the will and power to act. 
Mr Bevin’s unwillingness to impose unfair burdens upon 
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the working people whom he very personally represents— 
an unwillingness which strongly marked the more emo- 
tional passages of his speech on Wednesday—is under- 
standable. His reluctance to interfere with normal methods 
of recruitment and training in industry is not so intellj- 
gible. There is no suggestion that the workers of this 
country are not doing all in their power to assist the war 
effort. The suggestion is rather that the Government is 
not doing enough to help them. This is not to say that the 
industrialists of this country are not ready to devote them- 
selves wholeheartedly to war production. The point is that 
the Government has not set up the administrative 
machinery by which such willingness can be harnessed to 
the war effort. 

At this very grave moment, when the Battle of Africa is 
beginning, and when the Battle of Britain may still be 
imminent, many people must have an uneasy recollection 
of the leading causes of the collapse of France. France had 
a Maginot Line which no one could pass. ‘The Germans 
passed it and France fell. Britain, too, it seems, is still 
in danger of having a Maginot Line—the blockade which 
is withholding oil and coal and rubber and food from 
the enemy. Too much stress is still being laid upon the 
enemy’s weaknesses, just as it was in the first nine frittered 
months of war. The blockade will play its part in deciding 
the final issue, but the truth is that Germany’s striking 
power is only slightly affected yet by economic pressure; 
and only stupid mismanagement and looting by the Ger- 
mans could make Europe starve this coming winter. It is 
our own strength, not Germany’s weakness, that is the 
issue now. It is only by the full application of that strength 
that the coming battles can be won, and in the estimation 
of that strength another lesson from France is germane. 
France, the French people were told, had an army of five 
millions, a strong and well-equipped army. In fact, the 
army was barely more than half this size and it was not 
notably well-equipped. Is this to be true of our own Indus- 
trial Army? Both Mr Greenwood and Mr Bevin seemed 
somewhat unhappy on Wednesday about continued 
criticism. But that criticism is designed simply and solely 
to prevent in this country the over-optimism and short- 
sight which deluded the unhappy French people. In the 
months immediately before us, the blockade can give us 
no greater assurance of victory than the Maginot Line 
gave, in fact, to France. In industry, like France in the 
field, we are not yet fully mobilised. Organisation is still 
lacking, and, until it is forthcoming in a positive and 
successful form, it will remain the duty of every loyal 
observer of economic events, knowing full well, as he 
must do, how much better this Government is than the 
last, still to complain and criticise. 


America’s Help 


T is not only in Western Europe that there is:a lull 

before the storm. On the other side of the Atlantic 
another battle is impending that will be no less bitter and 
ruthless for being non-lethal. There, too, the protagonists 
are face to face, watching for the first moves in a struggle 
that must be fought out before the beginning of November. 
There is some danger of a wholly false impression of this 
year’s Presidential election gaining currency in this 
country. Because the two candidates hold substantially the 
same views on what must in any case be the major issue, 
and seems to us to be the only issue, of the election, we 
might be tempted to believe that it is to be a sham fight. 
Or, alternatively, Mr Roosevelt has always seemed, from 
this side of the Atlantic, to bear so many of the stigmata 
of statesmanship that, even if he is strongly opposed, there 
is an unconscious tendency to assume his triumphant re- 
election. In point of fact, however, this year’s election 
promises to be one of the closest of recent years. It will 
certainly be one of the most interesting, since both Mr 
Roosevelt and Mr Willkie are dynamic and colourful 
personalities. It will certainly also be one of the most 
bitter, since there can rarely have been a President who 





was more cordially hated by a minority of the electorate. 

Moreover, the degree of agreement on the main issue of 
foreign policy should not be over-estimated. The fact 
that both Mr Roosevelt and Mr Willkie believe in support- 
ing Great Britain does not mean that either would be 
content to help the other execute the agreed policy. Mr 
Willkie says that Mr Roosevelt will not be efficient in 
mobilising American industry and that his fulminations 
against the Nazis will continue to outrun America’s ability 
to make any effective intervention. The Democrats say 
that Mr Willkie would use re-armament as a cloak for 
restoring the rule of Big Business, and that his emphasis 
on the need for having the big stick before it can be 
brandished would lead straight to a policy of appeasement. 
There is evidently no chance of pre-election co-operation 
between the two candidates; Mr Willkie has refused to 
share the responsibility for a recommendation to Congress 
that a number of obsolescent destroyers should be sold to 
Britain. Moreover, the very fact that both candidates are 
interventionists puts a check on that policy; for both are 
able to angle for the isolationist vote. 

The net result of this tangle of political motives is that 
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there is a great and growing gulf between American words 
and American actions. There is no room for doubt that 
an overwhelming majority of the American people are in 
agreement with the policy which is usually stated as 
“giving the utmost possible help to Britain short of war.” 
This movement of opinion sprang up in the dreadful 
days of May and June and in its first access a number of 
things were done which were undoubtedly of immediate 
assistance to the Allies. Stocks of “ surplus ” war materials 
were sold and shipped to us; the rather absurd require- 
ments for the delivery of aircraft at the Canadian border 
were waived; undertakings to buy raw materials were 
entered into which had the effect, if not the intention, of 
putting dollar exchange into the hands of the British 
Treasury. 

In the last few weeks, however, the tendency has been 
reversed. As the demands for increased help to Britain 
have grown, more and more obstacles have, in fact, 
been placed in our way. Congress effectually stopped the 
disposal of surplus stocks. Embargoes were placed on the 
export of steel scrap and aviation spirit which, though 
they were doubtless intended to hurt others, certainly do 
not help us. Neutrality thus demands that those whom 
America herself regards as worthy of support should suffer 
with the guilty. When, however, it comes to measures 
which, while treating all alike, would in fact benefit Britain 
alone, such as the repeal of the Johnson and Neutrality 
Acts, there is not a whisper of the possibility of action 
being taken. The plans for assisting Latin America, though 
conceived with the admirable purpose of keeping the 
Nazis out, have features which may definitely impede our 
purchases of raw materials from that continent. Even the 
proposal to send American ships to take the children to 
safety is made dependent on Hitler’s permission and there- 
fore falls into that category of empty moral gesture for 
which the English-speaking peoples are famous. The sub- 
stantial truth is that once the last shipment of surplus 
material arrives (if it has not already done so) we shall 
be getting less, not more, help from America than in 
April. And none of it, of course, is “ given.” 

This does not mean that we cannot look forward to 
massive assistance in the future. After the election is over, 
President Roosevelt—or President Willkie—will be able 
to move with less circumspection, and even Congress will, 
for a spell, be more anxious to please the majority than 
to avoid infuriating a minority. Moreover, the develop- 
ment of America’s own rearmament programme will re- 


Markets and 


WEEK ago The Economist entered a plea for the 

total organisation of production. In wartime the total 
organisation of a large part of distribution is hardly less 
necessary, and, inevitably, the entire structure of transport 
and distribution has already been affected by the war. 
The railways were put under Government control as soon 
as the war started. All merchant ships have been requisi- 
tioned. But the precise position of merchants, dealers, 
wholesalers and shopkeepers is still uncertain. 

This topic was brought to the fore recently by the 
question of scrap collection. There the process of gather- 
ing up waste metal for the use of war factories was first 
left to the usual merchanting firms; the scale of their 
facilities proved too small; and it was necessary to aug- 
ment their numbers and provide for direct collection and 
distribution where necessary. 

This episode, however, is not typical of the general 
Problem. In the main the situation is that in wartime 
normal merchanting facilities are in excess of the demand 
for them. The Government controls all essential materials. 
It rations these or restricts their use. It allocates them 
according to a schedule of wartime needs. It fixes their 
Price. This means that two of the functions of peacetime 
markets are very largely superseded: for many com- 
Modities there is no need for dealers to negotiate prices 
between buyers and sellers, and no room for indepen- 
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dound to our advantage. The great difficulty in obtaining 
munitions from America at the moment is the shortage of 
specialised capacity, and we stand to gain more from the 
creation of that capacity by the American Government 
itselfi—especially if we cam secure agreement on types 
and specifications—than we stand to lose from domestic 
competition with our own orders. There is, perhaps, a 
risk that, if the war lapses into stalemate, American 
opinion will turn against us once again. Mr Henry Ford 
will think it is a “ phoney ” war. Colonel Lindbergh will 
talk about the effrontery of Canada in fighting for demo- 
cracy without American permission. And the team of 
Ambassadors to the occupied countries of Europe, longing 
to have their jobs back, will sing the praises of the Quis- 
lings. But though there may be a reaction, it is most un- 
likely to be a relapse into indifference. The likelihood is 
that by 1942 we shall be receiving a flood of munitions 
from across the Atlantic—including Lord Beaverbrook’s 
3,000 aircraft a month. So far as this autumn is con- 
cerned, however, America can give us very little help 
and—despite the very strong wish of the majority of her 
people—will give us even less help than she can. 

The American people, in fact, still have a long way to 
go in the evolution of their collective thought and in its 
embodiment in action. There is no cause for any English- 
man to have a feeling of superiority when he contemplates 
the spectacle of half-thoughts and quarter-policies that is 
now being revealed in the United States. We may deride 
the American delusion that it is possible to take any effec- 
tive steps at all if you proclaim beforehand that they. are 
to stop “ short of war”; but we had the same delusion in 
1935. We may deplore the slowness with which the Ameri- 
cans realise that it is easier to fight while you still have 
strategically-placed allies than to fight alone; but we made 
the same mistake in 1938. We may smile at the earnest 
discussion of how war can be waged without lowering the 
standard of living; but we have had the same crippling 
anxiety in 1939—and in 1940, too. The only solace we can 
draw from the spectacle is to discover that, after all the 
abuse that has been heaped by American writers on Great 
Britain for her blindness, her slowness, her effeteness, our 
brand of democracy is not discovered to be so much in- 
ferior to the American, when it comes to the acid test. We 
both share the same weaknesses and the same strengths. 
Indeed, it has become our historical mission to hold out in 
our fortress and give the Americans time to think things 
out. If we play our part, they will play theirs. 


Middlemen 


dent merchants to compete for the delivery of supplies. 

Supplies have still to be delivered to consumers, it is 
true—sometimes, as in the case of war materials like scrap, 
in greater quantities than in peacetime. The physical task 
of distribution must still go on. But the size and direction 
of deliveries is to a large extent determined by the Govern- 
ment, and merchants in many cases can be little more than 
agents. In the case of materials for civil use, the quantity 
to be handled must in any case be cut down, and, with the 
curtailment of civilian manufacture and consumption, the 
apparatus of civilian distribution—dealers, merchants, 
carriers, wholesalers and retailers—must be proportionately 
diminished. This metamorphosis of peacetime markets is, 
of course, going on in fact, but there is no little confusion 
of thought about it. 

There are two kinds of middlemen involved, though 
the distinction between them is by no means clear-cut. 
First of all there are the dealers proper, whose function is 
not normally to handle goods, but rather to arrange and 
finance transactions. These are best illustrated by reference 
to the international commodity exchanges which are mainly 
clustered in the City of London, because every conceivable 
facility for the payment, lending, investment and transfer 
of money is available in the City. In peacetime the work 
of the exchanges is to arrange for the distribution of im- 
ported commodities like copper, tin, lead, spelter, rubber, 
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tea, wool, grain and sugar (or cotton in Liverpool), not 
only in this country but throughout the Continent of 
Europe. Their dealings and the prices they fix dominate 
most of the world’s markets. Secondly, there are what 
might be called the domestic middlemen, though their 
functions overlap freely with those of the international 
merchants. In the main their function is to arrange for the 
physical transfer and delivery of commodities to domestic 
users. In every large town there are these markets for 
collecting and distributing produce and goods; and there 
are warehouses and shops everywhere. 

What place have all these merchants and middlemen 
in wartime? In war the Government is the great con- 
sumer. It takes power to control production and finance, 
as well as supplies; it must to a large extent control distri- 
bution, too. This is obviously true of essential materials, 
but it is true also of many other materials because, in so 
far as they have to be imported, the Government has to 
limit their calls upon shipping space and foreign exchange 
and, in so far as they are domestic products, their demand 
for labour and financial facilities. 

The effect of all this on commodity exchanges and 
domestic markets can readily be seen. The appointment of 
controllers for copper, lead, spelter, tin and aluminium, 
for instance, has largely superseded the City’s free market 
on the London Metal Exchange. Metals are imported in 
bulk by the Government. Their prices are fixed by the 
Government and their export is forbidden or allowed only 
sparingly under licence. In any case, the markets for 
entrepot dealings with Europe have mostly been closed 
by Hitler. What then is to become of the skill, reputation 
and facilities of the Exchange? There are still dealings in 
tin, but the free market is small; and, in fact, its function 
has mostly gone. Clearly there is a place for the Ex- 
change’s key men in the metal controls. They are there as 
experts; and, in addition, there is room for metal mer- 
chants to act as the Government’s aides in arranging 
the movement of supplies to consumers. But most of the 
Exchange’s elaborate organisation for closing bargains and 
fixing prices is not needed, and the firms associated with 
it who are not wanted to work in or on behalf of the 
Government have practically no business left. 

In greater or less degree the same problem is posed in 
all the important markets. The main buyer and user of 
rubber is the Government. The Government has bought 
the Australian and New Zealand clips of wool, and most 
of the South African; it has requisitioned home wool 
stocks; and wool is rationed to consumers. Many wool 
merchants and wool brokers have lost most of their busi- 
ness. Cotton is purchased by the Government, and though 
like wool it is distributed, when released for consump- 
tion, through the normal trade channels, traders have com- 
plained that the fixed margin allowed between cotton and 
yarn prices leaves no room for remunerative business. 
Timber, too, is bought in bulk by the Government’ and 
only released to be sold and distributed by timber firms at 
maximum selling prices. The réle of timber importers has 
thinned away, and the commissions of timber agents are 
small and unremunerative. The Government is the sole 
purchaser of home-fed as well as imported meat, and has 
complete control over its distribution. Government agents 
buy meat at specified collecting centres; it is then 
slaughtered at appointed places and distributed to whole- 
sale and retail butchérs. As a consequence, though many 
existing auctioneers and dealers have been taken on as 
agents, the personnel of the meat trade has shrunk. Small 
slaughter-houses have been shut down, and not a few 
traders have gone out of business. The Government buys 
imported tea and fixes its price. The whole of the West 
African crop of cocoa has been bought by the Govern- 
ment, and divided among the merchanting firms for dis- 
posal. Steel is also imported through the normal trade 
channels as far as possible; but imports are regulated by 
licence, and supplies are allocated to consumers by the 
Government’s steel control—in this case, the industry’s 
own federal governing body. 

In many cases the rdle of the middlemen has clearly 
been strenuously preserved. The question is always asked: 
Can we afford to let middlemen go out of business when 
they will be needed after the war? The answer must be 
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that the sole aim now is the most efficient organisation of 
wartime distribution. The skill and special knowledge of 
the middlemen ought not to be lost, because it Ought to 
be directly used by the Government. The physical work 
of distribution is still needed, and merchants will stjjj 
distribute goods to consumers under Government orders 
But to maintain firms and institutions in active business 
whose functions have gone for the duration of the war 
would be unjustifiably wasteful, though to maintain some 
key concerns “in being,” by Government aid or by 
mutual assistance from the firms still employed, might 
perhaps show foresight. The Government has still to take 
cognisance of its responsibility for standing the strain of 
the dramatic changes that are taking place in the country’s 
economic life. To protect people from the financial cop- 
sequences of a disaster for which they are no more respon- 
sible than the rest of us is simple common sense. Com- 
pensation or maintenance for closed-down businesses 
might well accompany a ruthless determination to close 
down all enterprises, in production or in distribution, that 
are not wanted for the war; and work or maintenance, 
preferably work for the war, should be offered to dis- 
placed personnel. But to pay firms to go through wasteful 
motions which may positively obstruct the free flow of 
goods is patent folly. 

Many persons must lose their present jobs. They are 
losing them. This is war. The turnover of labour and 
capital from peace work to war work must take with it 
a very large number of people, several millions perhaps, 
normally engaged in distributive occupations, in trading, 
shopkeeping, commerce or finance. The cutting-down of 
civilian consumption means that the services of these 
people can be dispensed with. They are the nation’s war 
reserve; and the relative inefficiency of distribution in 
peacetime, judged by any economic standards, means that 
their numbers can be advantageously large. It is all- 
important not only to reduce the distribution of goods to 
civilians to the minimum consonant with decent living, 
but also to see that the distributive services that are re- 
tained are as economically run as possible in terms of 
labour and materials. Methods of milk distribution, for 
instance, are already being overhauled; many needless 
extravagances in retail delivery could still be cut away; 
and there is very wide room indeed for rationalisation in 
both wholesaling and retailing. Even in peacetime we have 
too many wholesalers and too many shops. There is every 
case for making the fullest possible use of existing facilities, 
both to deal in and to handle goods—but only as instru- 
ments of official policy. There is no case at all, either for 
subordinating the need for Government control to vested 
interests, or for giving those interests the decisive word in 
the controls themselves. 

The position is quite simple. The object in wartime is 
to organise the nation’s resources to the full for war or 
subsistence—and for nothing else. Those resources are 
sharply limited, and only the Government is in a position 
to decide how they should be employed. Their purchase, 
their carriage, their manufacture, their financing and their 
distribution must be determined by the Government. The 
only room for the middlemen, who in normal times keep 
the whole economic machine running, ought to be as 
servants or agents of the Government, to execute its plans 
and fetch and carry for it; only in the steadily diminish- 
ing sector of the economy to which control is still not 
applied can they, for the duration, be more. Not the least 
reason why that uncontrolled sector is still too large for 
efficient war-making is the Government’s reluctance 10 
press the free trader—and free producer—into service. 
That reluctance, in its turn, is due to the honourable desire 
not to ruin honest men or destroy businesses that will be 
needed again when peace returns. But this is not 4 
dilemma that it should be impossible to resolve. What 4 
trading business needs for its future existence is a financial 
guarantee, not the maintenance of its personnel in wat- 
time idleness—still less their employment in wartime 
wastefulness. What the State needs is men; what it cat 
give in return is money. The outlines of the solution are 
clear enough; if we had the determination to use financial 
policy as a constructive aid in war-making we should have 
applied them long ago. 
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The Third Republic 


WO months have passed since France collapsed and 

the question is still unsettled why a great European 
State with a secular tradition of independent national 
unity and a thousand years of glorious historical existence 
behind it should be crushed, militarily, politically and 
morally in a campaign lasting barely three weeks. 
Obviously so complete a disintegration was not the fruit 
of one military disaster. The answer to the question of 
France’s failure must be referred back to France’s history, 
and it is the outstanding merit of Professor Brogan’s new 
book* that, while the bulk of it is concerned with France 
before the war of 1914 his treatment of the early years of 
the Republic begins to unravel the tangled skein of in- 
efficiency, treachery, false confidence, personal loyal- 
ties and misguided enthusiasms which make up the 
picture of 1940. 

The military collapse becomes more comprehensible in 
the light of 1870 and 1914. Professor Brogan compares 
the position of the Army in 1914 to that of 1870. “ There 
was the same reliance on one or two weapons, without 
a sufficient study of their tactical use, their possibilities 
and limitations; there was the same underestimation of 
the potential numerical strength and efficiency of the 
enemy.” The Army of 1940 was still suffering from these 
disadvantages, with one or two others in addition. In 
1914 the commanders were at least trained in the offensive 
spirit, By 1940 the Maginot mentality had supplanted 
this earlier school of strategy. In 1940, too, the size and 
equipment of the Army was probably even more unsatis- 
factory than in 1914. France’s man power had fallen 
steadily and the years of hegemony rendered the French 
armaments obsolete (a state of affairs apparent as carly as 
the Riff war). When the time for intensive re-armament 
came, France was as soon plunged into the economic up- 
heavals of the Popular Front. 

The war of 1914 drove a wedge between the Army and 
the politicians. The Left were always anti-militarist and in 
the dark days of 1917, their discontent led to mutinies 
against the oflicers who ordered “ senseless massacres ” 
and the politicians who lived fatly at home. The officers, 
too, resented the political control of the Government. After 
the war, the distrust persisted. During the Stavisky 
scandals, men deserted and officers gave in their commis- 
sions on the grounds that the politicians had betrayed them. 
Not that the distrust showed itself in indocility. The Army 
of France did not betray the Republic. It merely drifted 
into apathy and defeatism. 

The France of Clemenceau and the victory was, to 
some extent, a myth. The Republic of the Revolution and 
the Empire of Napoleon I haunted the memory of the 
statesmen at Versailles and France was saddled with a 
hegemony which fewer and fewer of her politicians were in 
the coming years to desire. Radicals with the vigour of 
Clemenceau were growing rare. France desired not 
dominion but security. This pacifism was not a post-war 
product. It had been strong after 1870 as Jules Ferry 
found when he was turned from office for engaging France 
in colonial wars. Only in 1914, Alsace-Lorraine and the 
policy of Revanche still acted as counterweights to “the 
totally unbellicose outlook of a people who had fought a 
century of wars and endured a century of revolutions and 
wanted a quiet life. After the war of 1914, and the return 
of the terra irredenta, France asked nothing but security, 
the only policy compatible with a falling birthrate and a 
stationary economy. 

Against this general pacifism of a state which was in 
process of abdicating from an historical role must be 
set the pacifism bred of opposition to the form of state. 
Gambetta’s phrase “ France entered the Republic back- 
wards,” expresses well enough the opposition to the Third 
Republic in its origins and the deep hostility it continued 
to arouse. To the Right, Orléanists and Bonapartists did, 
after the bitter disappointment of the Boulanger fiasco, 
make terms with bourgeois conservatism; but the extre- 


* “The Development of Modern France (1870-1939).” By 
Professor,D. W. Brogan. Hamish Hamilton. 744 pages. 21s. 6d. 


mists, the old Legitimists and the new disciples of Charles 
Maurras and Léon Daudet felt towards the Republic 
something of the same moral horror with which Voltaire 
looked on the Established Church. Ecrasez l'infame took 
the form of Ecrasez la gueuse, since “ slut” was the com- 
mon term of abuse for Marianne. The evils of France 
were laid at the door of 1789 and the doctrine of a “ pure 
monarchy ” attracted the young Camelots du Roi, who in 
pre-1914 France may well be reckoned Europe’s first 
storm-troopers. 

To the Left the same spirit of non-co-operation pre- 
vailed. Bred in the tradition of 1789, 1830, 1848 and 
1870, the workers of Paris had the doctrine of anarchy and 
“direct action” bred in their bones. Trade union 
activity, as one of its first manifestos, the Charter of 
Amiens, shows, was no friend of parliamentary action 
and relied on agitation and the strike. Left Wing sym- 
pathy was further alienated from the Republic by the 
practice of most rising political careerists to begin on the 
extreme Left and in their parliamentary career move with 
all possible speed towards the non-committal Centre. 
Clemenceau, Millerand, Briand, to name only a few, lost 
their proletarian faith as they evolved; and the workers 
could be pardoned their disillusion. They got nothing out 
of the bourgeois state, and lost their leaders to it. 

The Republic could have fought disintegrating tend- 
encies on each wing only if the Radical Centre had pro- 
vided decent stable government. And this it never did. 
The machinery itself was partly to blame. De Broglie’s 
and Gambetta’s failure in the first parliament to form 
solid parties to Right and Left was not retrieved. Not 
until the Popular Front of 1936 did a coalition go to the 
country on an electoral programme, and even then the 
coalition had broken within the year. The individualism 
of the Deputies was encouraged by President Macmahon’s 
misuse of the weapon of dissolution. An omnipotent 
Chamber and fleeting Cabinets were the result. The re- 
form of the Senate introduced an element of stability and 
most of France’s successful Prime Ministers have been 
Senators, but it could not fully compensate for the in- 
credible irresponsibility and vapidity of the Lower House. 

Yet the machinery might have worked had the men been 
different. But from the dawn of the Republic to the col- 
lapse at Bordeaux, the record of the French politicians is 
an unworthy one. Careerism was inevitable. It was the 
degree of corruption which gradually undermined the whole 
prestige of representative institutions. Within ten years 
of the Republic, the first major scandal had implicated 
the President of the Republic. Grévy resigned when his 
son-in-law’s sale of decorations was brought to light. The 
Panama scandal revealed depths of corruption and black- 
mail. Close on its heels followed the long drawn-out agony 
of the Dreyfus case in which the honour of the Army was 
involved. And after it a host of major and minor financial 
scandals of which the post-war Oustric, Hanau and Sta- 
visky affairs were by no means the most grave. The scan- 
dals had the particularly repellent character of combining 
a wide range of vice, for example the Dreyfus case which 
“ended in a stink of shabby lying and spying and the 
obscurity of a vulgar sexual scandal.” 

The more scandals, the more hostilities there were, the 
more old scores remained to pay off. The French politi- 
cal world tended to be a network of personal hatreds and 
group vendettas. The words Professor Brogan applies to 
the Dreyfus case might be extended to the whole series: 
“a bloodless civil war which took its toll on both sides 
of honour and truth.” 

These are unpleasant facts which in Britain possibly 
more than in France have been steadily overlooked. Now 
that the collapse of the Republic has forced them on us, 
we must beware of going further than the facts allow. 
France’s politicians and her faulty system of government 
have shown their bankruptcy. This does not mean that the 
principles of “liberty, equality and fraternity” are so 
discredited that their place can be taken by the old Bour- 
bon triad of privilege, absolutism and human bondage. 





























































































































NOTES OF 


The Lull 


Hitler has for the time being lost his taste for anniver- 
saries. The tempting date of August 4th was not signalised 
by any sensational attack or by the springing of any impor- 
tant diplomatic surprise. On the contrary, the day was re- 
markable for its lack of all sensationalism. It came in the 
middle of a week which had taken the belligerents back to 
the old conditions of the Lull, with the important difference 
that the R.A.F. were now dropping the bombs and the 
German air force the leaflets. Even the leaflets held no sur- 
prise, no rosy picture of Britain’s place in Hitler’s Europe, 
no tempting offer of peace to the peace-loving British gagged 
and blindfolded by the Jew, Churchill; instead, a verbatim 
account of a speech of the Fuehrer’s rather below his 
ordinary standard of distortion and invective, a speech of 
which full reports had already appeared in the British press. 
The purpose of the leaflets is, presumably, to reinforce the 
“last appeal to reason” with the rider that now at last the 
hour of decision has come. This interpretation is borne out 
by rumours of troop movements in France, the reports of 
landings at Dakar, of an Axis “ commission” for Syria, the 
new activity in East Africa, and just possibly by Japan’s 
sudden mood of pointless intransigence. The Government 
at least has read the signs, and Mr Churchill himself warned 
the country last week-end against the dangers of over- 
confidence and lack of vigilance and of underestimating the 
imminent danger of attack. That Hitler must continue an 
offensive war is perhaps certain. It is less easy to be sure of 
his chronology. The German campaigns of the first eleven 
months have tended to employ the tactic of indifect offen- 
sives, Norway to divert the Allies from the Low Countries, 
the Low Countries to draw the French from their Belgian 
line, the Somme to get British Divisions back to France. 
Hitler may have abandoned the strategy now that it is recog- 
nised. Alternatively, he may hope to achieve by a North 
African campaign the object Flanders and the Somme failed 
to secure—the weakening of our military resources by dis- 
persal to such a point that the final assault is assured of 
victory in advance. 


* * * 


Flare Up in Africa 

The indecisive war in Africa has flared up into what 
may prove to be a full-dress campaign. The Italians are 
advancing across British Somaliland and have at one point 
reached the coast. Yet, apart from the question of prestige, 
there are few important interests at stake in Somaliland. 
Aden will be hardly more menaced than it is already from 
Eritrea, and the possession of more sea coast is not strategi- 
cally very useful without control of the seas. The Somaliland 
campaign is probably a diversion, just as are the continued 
skirmishes over the frontier in Kenya. The main attack, 
according to all the evidence, will develop in Libya where 
Italian troops are concentrated on the frontier. The situation 
is dangerous for the very fundamental reason that the 
Italians, thanks to the collapse of France and thanks possibly 
to German reinforcements, have more men and more arms. 
However, desert warfare is not warfare for the big battalions. 
There is not enough water; there are next to no communica- 
tions, and the introduction of tanks into desert campaigning 
may well give the manceuvres a naval character in the en- 
counters of tank “fleets,” or of individual units in the 
empty desert. The undoubted genius of the British soldier 
for this type of individual encounter—our superiority to the 
Italians in the air has been clearly demonstrated—may com- 
pensate for the shortcomings of our military machine. The 
collapse of French resistance is, of course, largely respon- 
sible for our inadequacy, but we cannot base our plans for 
victory on each pilot and soldier doing the work of 
five and each tank the work of ten. Without weakening our 
Staying power at the centre, all possible reinforcements 
should be sent. 


* * * 


The Japanese Arrests 


It is not at all easy to say why Japan chose to arrest a 
number of British citizens and then to free a large proportion 
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without comment. The original gesture was in part designed 
to prove that Japan’s period of “ toadying to foreign powers” 
is over, and the official explanation continues to be the Charge 
of espionage and illicit propaganda. The real reasons may 
have been the Konoe Government’s readiness to help Ger- 
many in the war of nerves—in which case it is possible 
that our prompt arrest of certain Japanese suspects jp 
London and other parts of the Empire convinced Japan 
that our nerves are steady and that more drastic action will 
be necessary if Japan is to help her Axis friends. Over action 
more compromising than persecution on a small scale Ger- 
many and Japan are unlikely to see eye to eye, and another 
explanation of the incidents lies in the likelihood that Japan, 
pressed by the Axis to take a part in the struggle, declined 
a major war, but offered them local irritations by way of 
compensation. It may be that only a first phase of arrests 
and counter-arrests has closed, and that Japan is waiting 
for greater military activity in the West for her next inter- 
vention, but in any case, the British counter-arrests will 
hardly prejudice the issue. We have so long, so consistent 
and so melancholy an experience of the fruits of appease- 
ment that we can hardly be worse off and may well be better 
off with a policy of resistance. The results so far—the 
release of seven British prisoners—are not discouraging. 


* * * 


The War Cabinet 

Lord Beaverbrook has been added to Mr Churchill's 
original War Cabinet of five. He will remain Minister of Air- 
craft Production and will not undertake responsibility for 
Propaganda, as some intelligent but quite erroneous guesses 
at once suggested. Actually, his place in the Cabinet is un- 
connected with his departmental duties, though it would be 
a great pity if the output of planes were to suffer as a result 
of his elevation. Apart from Lord Halifax, the War Cabinet 
is deliberately made up of men without departmental respon- 
sibilities. ‘They are the policy-makers, and Lord Beaverbrook’s 
inclusion among them is a tribute to his brilliant, if erratic, 
gifts. The War Cabinet is the least satisfactory part of Mr 
Churchill’s Government. It was not chosen for its merits, 
but for its politics; and it will be definite progress if the 
advent of Lord Beaverbrook presages the supersession of the 
most important politicians by the most able men. As it 1s, 
the War Cabinet is not supreme. Mr Churchill is sovereign, 
and real talent sits on his Defence Committee, at the head of 
the Service departments and, it is still hoped, at the 
Ministries of Supply and Labour. 


* * * 


The Treatment of Internees 


It is to be hoped that the Home Office, which this week 
took over the responsibility for the internment camps, will 
lose no time in removing from them the stigma of the 
concentration camp. Even if it is allowed that the military 
situation justified wholesale internment, the War Office— 
and, indeed, the whole nation on whose behalf these things 
have been done—should be thoroughly ashamed of the con- 
ditions that are now being revealed. In one camp, which 
houses over 1,000, many of whom are old and infirm, the 
only accommodation is in tents; in another there is good 
shelter but no furniture or beds; in more than one, genuine 
refugees and avowed Nazis have been herded together; in 
several the food is poor and insufficient—yet the inmates are 
not allowed to buy unrationed food out of their own money— 
and medical attention is inadequate, although many of the 
internees are suffering from serious illnesses such as diabetes 
and tuberculosis. For some quite inexplicable reason books 
and newspapers were forbidden. It was a somewhat 
anomalous honour for The Economist, which was never 
banned in Germany, to find itself banned in an internment 
camp for German refugees in the Isle of Man. Recently, tt 
was Officially stated that the very old and the sick are to be 
released immediately, and the newspaper ban has been re 
moved. But there are other legitimate grievances. It is diffi- 
cult for the internees to be visited even by their legal advisers; 
and the delay in censoring letters is such that it takes 
several days for letters from husbands in the Isle of Man 
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to reach wives, from whom they have been cruelly and in- 
explicably separated, in a different camp on the same island. 
In the meantime the husband may have been sent overseas 
without his wife’s knowledge. Such emigration is said to 
be voluntary, but it is understood that if there are not 
enough volunteers others may be sent compulsorily. Yet 
there is nO guarantee that their families will go with them or 
follow them—some wives ready to follow their husbands 
were recently stopped from sailing on the very eve of 
departure. There is no earnest that they will be released on 
reaching the Dominion or that they will be able to take 
with them personal belongings such as their books—the 
more precious since in most cases they have been acquired 
with difficulty over here to replace, to a small extent, those 
abandoned in Germany. Somebody’s morale is pretty bad 
when such treatment is allowed. : 


* 


The official answer to criticism of these scandalous and 
maladroit proceedings is “ You asked us to do it.” It is true 
that there was general agreement that it was no longer 
safe to have at large all enemy aliens except those who could 
be proved to be hostile. But no responsible person ever asked 
the Home Office or the War Office to perpetrate the bétises 
they have committed; to thrust a young Oxford scholar, 
a great pianist and a putative professor of Byzantine music 
almost overnight to Australia; to load the ill-fated Arandora 
Star with a mixed crowd of friends and enemies, whose roll 
apparently is still unknown to anyone in authority; and, in 
general, to reproduce here the conditions that the refugees 
know only too well from their experiences in the other camp. 
Public safety is not aided by stupid cruelty. Nor is elementary 
justice, 


* * * 


Employing Refugee Talent 


It is the enforced idleness, perhaps, that internees 
feel most bitterly, especially when they had previously been 
leading active and useful lives. Many other refugees, out- 
side the internment camps, feel this idleness just as acutely 
and are longing for a chance to work for England instead 
of living on her at public assistance rates. At the beginning 
of the war the number of German, Austrian and Czecho- 
Slovakian refugees was 82,000. Since the invasion of the 
Low Countries, this figure was been swollen by over 14,000 
Belgians, 3,000 Poles, 2,000 Dutch, 2,500 French, and 
about 2,500 of other nationalities including Czechs, 
Palestinians and Moroccans. Some of these refugees are 
skilled workers who could be directly employed on war 
work—sheet iron workers from Liége and aircraft factory 
workers. Others are used to working on the land; all could 
surely be given some useful employment. A fortnight ago a 
committee was set up under Mr Justice Asquith to advise 
on the general principles of internment. This week, its 
functions have been supplemented by an Advisory Council, 
under the chairmanship of Lord Lytton and including people 
directly connected with refugee work, which will advise on 
the welfare of the internees and the problem of finding occu- 
pations for them. But the Council will not be exclusively 
concerned with enemy aliens. Some of its other functions 
are to co-ordinate the work of the various refugee commit- 
tees, to maintain contact with the Government Departments 
concerned with refugees and other aliens, and to suggest 
measures for binding the aliens in this country more closely 
to the common cause. There can be no better way of binding 
aliens to our cause than by letting them work for it; and it 
ls to be hoped that the Advisory Council will maintain a 
close contact with the newly created International Labour 
Branch of the Ministry of Labour, which is to recruit for 
industry the available manpower of friendly aliens. This 
Official recognition of the presence of foreign talent is a 
step forward, but it is a strange position for one Department 
to be seeking to employ such talent while another keeps it 
locked up. 


* * * 


After Salzburg 


After their vigorous stirring of the Balkan pot in recent 
weeks Germany and Russia have withdrawn a little and 
are watching the results with a certain cynical interest. 
Russia has not followed up her protest over the maltreatment 
of Roumanian immigrants to Soviet territory, and, apart 
from an unkindly comment on Turkey in Molotov’s 
speech of August Ist, there are no signs of any immediate 
extension of the policy of defensive expansion. Germany gave 
her marching orders at Salzburg, and for the time being 
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appears to be leaving the Balkan States to fulfil them as 
best they can. The South-East must be organised more 
systematically as part of the German Lebenstraum, and the 
Nazis realise that a measure of political stability is a pre- 
requisite of good harvesting and regular supplies, It cannot 
be said, however, that their intervention has so overawed the 
Balkan peoples that they are ready to accept a Diktat which 
overrides treasured rights and long-nursed grievances. A 
modification of the Bulgaro-Roumanian frontier would not 
in itself lead to hostilities, for there is a measure of mutual 
confidence between the two countries, the Southern Dobrudja 
is not an “ ancestral cradle of the Roumanian race,” and the 
loss of the strip of seacoast and hinterland would not threaten 
the viability of the Roumanian state. Accordingly, negotia- 
tions have opened and a Bulgarian delegation may shortly 
arrive in Bucharest. The real difficulty is not the question 
of ceding territory to Bulgaria, but the repercussions in 
Hungary if yet another Power were to secure concessions at 
Roumania’s expense while Hungary’s full demands remained 
unsettled. Hungary’s terms and temper are rising. German 
backing has led the Hungarians to expect all, or a good part, 
of Transylvania. But however much the German-dominated 
Roumanian Government may be ready to meet Hungary’s 
proposals, the Roumanian people are recovering from the 
stunned disillusion of the last month, and a very real con- 
centration of opposition—which includes Peasants, Liberals 
and the hitherto pro-Nazi Iron Guard—has grown up which 
may easily threaten the stability of the King’s position. 
He is faced with the old dilemma. Surrender nothing and 
be swallowed up. Surrender something and be disintegrated 
from within and without. 


* * * 


Molotov’s Speech 


M. Molotov’s survey of Russian foreign relations, de- 
livered last week, was an excellent illustration of the 
principles on which the Soviets conduct their foreign policy. 
The world revolution, the workers’ cause, the advance of 
socialism have now disappeared even as trimmings. The 
realities of national aggrandisement and self defence supply 
the groundwork, the emotional appeal is based on the 
machinations of external enemies, the necessity for cease- 
less vigilance and the successes and ultimate victory of the 
Soviet Union. The leaders of the incorporated territories 
were, it is true, denounced as “ bourgeois,” but instead of 
talk of liberating the oppressed peoples, M. Molotov was 
content to say that  nineteenth-twentieths of Soviet 
Russia’s 23 million new citizens were “formerly . . . 
part of the U.S.S.R. but had been forcibly taken from it by 
the Western Imperialist Powers at a period when the U.S.S.R. 
was militarily weak.” The substance, if not the accent, is that 
of Hitler. Facts, not ideology, also dominate the section of 
the speech devoted to Russia’s relations with the Great 
Powers. The Soviet Union wishes at all cost to keep out of 
war. It must therefore placate immediate neighbours with 
warlike propensities. Germany, therefore, gets her share of 
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credit for “the calm feeling of confidence ” which, since the 
German-Soviet Pact, reigns in the Balkans, and further 
developments in the close understanding between Russia 
and Germany are forecast. Italy, as German camp-follower, 
gets a patronising pat on the shoulder and even witin Japan 
relations are defined as “tending towards normalisation.” 
But for Britain and the United States, countries which in 
no way menace, the U.S.S.R. and which, one actually, the 
other potentially, are in conflict with Germany, M. Molotov 
had only hard words. The continuation of the war was laid 
at the door of our predatory imperialism and “ nothing 
good” could be said about American relations with Russia. 


* 


The speech has a lesson for this country. We are perhaps 
too ready to console ourselves with the “ inevitable clash of 
interests between Germany and the Soviets.” That the in- 
terests of two great expanding imperialisms will sooner or 
later come into collision is all too likely, but it does not 
follow that this ultimate likelihood helps Britain now. All the 
recent moves in Eastern Europe have been fully concerted 
between Russia and the Axis. Ever since Easter, the shape of 
the Balkan settlement has been under discussion and M. 
Molotov’s statement that Russia’s relations with Roumania 
will follow “a perfectly normal course,” together with the 
opening of Bulgaro-Roumanian negotiations, suggest an 
agreed limit beyond which Russia will not encroach. 
Rumours to the contrary, that Germany is massing troops 
in Poland and that Russia is having difficulty with local Ger- 
man troops, are denied by local observers, and may well be 
put about by Berlin, for whom the Right-Left split in the 
West is a precious propaganda weapon. If Britain were in a 
stronger position, militarily speaking, both in Europe and the 
Near East, Stalin might reconsider his position, but the fate 
of Poland was a commentary on the amount of military aid 
we could give him if, by transferring his favours to us, he 
were to become involved in our war. It follows that talk in 
this country of moving this or that Minister, or reorientat- 
ing our foreign policy or adopting the cause of European 
revolution to the end of gaining the approval of the Kremlin, 
is futile and ridiculous. Stalin did not look up the files of 
Goebbels’ speeches before he signed with Ribbentrop. He 
did not believe the word of the world’s most forsworn tyrant 
when he made his pact with Hitler. He has not denounced 
the Agreement because Germany is still preaching anti- 
Bolshevism in Spain and Italy. If anything, his admiration 
for a fellow realist has probably increased with every 
evidence of the Nazis’ utterly cynical conduct of their 
diplomacy. If we strung up “the men of Munich” on the 
nearest lamp-post and adopted the Communist salute, we 
should still get no pact with Russia which would bring her 
in on the weaker side in a world war. 


* * * 


The French Trials 

The French “war guilt” trials are to begin at Riom in 
a few days’ time. It is an ignoble and depressing spectacle. 
Reports now suggest that the prosecution will cover not 
only the war but several years preceding it. The arraigned 
men are said to include M. Reynaud, M. Daladier, M. Blum 
and M. Mandel, and the general charge will be their re- 
sponsibility for plunging France into a war she was quite 
inadequately equipped to meet. But this general charge is 
only a cover for the venging of political spite. If responsi- 
bility for the war is in question, M. Laval, who destroyed 
the effectiveness of the League in 1935, or M. Ybarnégaray, 
who encouraged Right wing extremism, or business men 
such as M. Baudouin and M. Provost who belong to the 
timid class of “ stay-out” capitalists of 1936 and 1937, bear 
as heavy a responsibility as M. Mandel, whose crime as Min- 
ister of the Interior was to have been as severe with the Right 
as with the Left, as M. Daladier, who accepted Munich 
but found a Mediterranean Munich too much to stomach, 
and M. Blum whose chief crime was to be leader of a 
majority government of the Left. But the war and recent 
policy are the excuses only.-Dhese trials dig down to the 
unsavoury roots of personal vendetta and political corrup- 
tion on Right and Left which were the destruction of the 
French system. As with nearly all the great procés, those who 
accuse are as involved as those who are accused, M. Bonnet 
turning witness against M. Daladier is an epitome of 
the viler side of French party strife. These trials are 
largely a matter of internal policy, yet they have inter- 
national significance in that they are almost certainly de- 
signed to placate Germany and throw blame on Britain. 
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Why the men of Vichy expect the Germans to be impresseq 
by their shabby manceuvres is matter for wonder. The Ger. 
man Press and wireless continue their contemptuous com. 
ment and the German envoy, Abetz (an ex-spy, creature 
of Ribbentrop), has gone out of his way to insult M, Laval, 
So far Britain, having survived the White Papers of g 
Goebbels, has little to fear from a Bonnet’s testimony on 
oath. 


* * * 


France d’Outremer 


The military, political and economic position in the 
French colonies remains very obscure. The demilitarisation 
clauses of the Franco-Italian armistice do not appear to have 
been carried out yet, and after the action at Oran certain 
clauses—those relating to naval bases—were waived. The 
delay may well be due to the fact that in North Africa there 
appears so far to have been no change in the high command, 
and General Nogués at first announced his intention to 
defend French North Africa. However, the General has 
gone to Vichy, and the new Governor-General of Algeria, 
Admiral Abrial, is Pétain’s man. In Syria, General 
Fougére has replaced General Mittelhauser and demobilisa- 
tion has begun, but in Syria itself the frontiers are manned, 
and from France comes the admission that “ disturbed condi- 
tions ” in the Mediterranean are likely to delay the return of 
the soldiers to France. It is possible that a complete demobil- 
isation will not be attempted. The Syrian Nationalists are 
active again, and the murder of the Nationalist leader, Dr 
Shahbander, exasperated feelings already sufficiently frayed. 
The British guarantee that Syria would not be allowed to fall 
to the Axis covers the enemy without, but the enemy within 
calls for almost equal vigilance. Further afield, Vice-Admiral 
Decoux has replaced General Catroux as Governor-General 
in Indo-China, while in the other hemisphere, the French 
troops in Dutch Guiana have been transferred to Martinique. 
The administration have accepted the writ of the Vichy 
Government and refuse all attempts to reach a settlement 
over the aircraft-carrier Béarn, whose exact status is com- 
plicated by the presence on board of British pilots. Britain 
has therefore established a naval patrol round the island. 


* 


If the picture is confused, it is because it mirrors a con- 
fused situation. Undoubtedly, the first reaction in the colonies 
was a desire to continue the struggle. There followed a 
depressing period of uncertainty, during which it was not 
clear whether Britain’s resources were equal to the task of 
equipping a colonial campaign, a question not fully answered 
by the British Prime Minister’s guarantee of financial assist- 
ance. The outcome of this uncertainty was the decision of 
a majority of the Governors that it was hopeless to continue 
the struggle; loyalty to the new administration, doubts about 
the status of General de Gaulle and fears for the safety of 
relatives under the Gestapo at home powerfully helped the 
decision, and in the first bitterness of the actions at Oran and 
Dakar it received emotional reinforcement. Whether these 
feelings will encourage co-operation with the Germans it 
is hard to say. There have been disquieting reports, not $0 
far officially discounted, of German landings at Dakar. 
Given our control of the seas, the landings must presumably 
have been carried out by the Luftwaffe, and are unlikely to be 
formidable. It is surely in our interests, on the basis of our 
naval superiority, to prevent the transformation of any 
French harbours in West Africa into bases for raiders of the 
Von Spee type. The Dakar rumours are one example of 
the unsettling effect of a large defenceless Empire existing in 
a world of predatory powers. Indo-China is another. 
Japanese warships have arrived off the coast and there are 
rumours of Japanese demands for military bases. China has 
countered this with a surprising and heartening threat of 
intervention and is massing troops. China may be right in 
arguing that Japan cannot risk a major military effort. But 
her nuisance value will be exploited to the full. 


* * * 


Government by Regulations 

In the last few weeks the Defence Regulations have 
suddenly become very unpopular. Last week, in the House of 
Commons, an attempt was made without success to annul 
Regulation 2p, which gives the Home Secretary power t0 
suppress any newspaper systematically publishing matter 
calculated, in his opinion, to foment opposition to the 
successful prosecution of the war, but which omits any right 
of appeal from his decision. This debate followed hard upon 
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the complaints of the “ alarm and despondency ” Regulation 
and the struggle over the War Courts Bill, when the 
Commons fought for the right of appeal against the death 
sentence to be provided for in the Bill itself instead of being 
left to the Regulations. Now a Regulation has been held 
invalid and been revoked. By virtue of Regulation 55 of the 
Defence Regulations, 1939, the Minister of Supply, the 
competent authority under the Emergency Powers (Defence) 
Act, 1939, had authorised two persons to take possession of 
a machine tool company and to carry on the business for the 
owners. The Act specifically states that the Regulations may 
authorise the taking possession or control of any undertaking 
for the purpose of the efficient prosecution of the war or the 
maintenance of essential supplies and services, But Regula- 
tion 55 authorises the person placed in possession or control 
to carry on the business as the owners’ agent, and the judge 
held that this was going beyond the powers granted by 
Parliament in the Act. If the Regulation was intra vires, it 
would mean that there was no limit to the extent to which 
the person so authorised could pledge the owners’ credit, 
and, if the undertaking was a limited company, no limit to 
the extent to which he could disregard the legal limitations 
imposed upon the company’s powers. It is reassuring to see 
that there is a judicial check upon the wide powers wielded 
by the Executive when it governs by Regulations. On the 
other hand, it would be a pity if, on the rare occasions that 
the Government uses its powers to ensure the efficient prose- 
cution of the war, it is always held to be acting ultra vires. 
The remedy, as the Commons realised over the War Courts 
Bill, is for the powers to be more clearly defined in the 
enabling Act itself. 


* * * 


Official News 


Mr Duff Cooper has not gone from the Ministry of 
Information. He knows now how woefully he has blundered 
in his attempts to canalise common speech from Blooms- 
bury, and he knows how foolish and fatal it would be re- 
garded if he were to follow the precepts of those mysterious 
people in the background whose prescription is to close 
down the Press and substitute silence or an official news 
sheet. Quite frankly, too, Mr Cooper has been shown how 
maladroit it is for the Ministry to put out propaganda or 
send round speakers and exhortations without at least con- 
sulting local authorities, local Members of Parliament and 
other local persons likely to have views upon or be affected 
by the peculiar activities of his Department. The Minister 
also knows that, for all his mistakes, he has been unfairly 
treated in several instances; and he knows why. In the course 
of their very proper defence of Press freedom, the news- 
papers have made a feud against Mr Cooper as they did 
against his predecessors. It is true without question that 
what is wanted, almost exclusively, from the Ministry of 
Information is as much news as possible. Hitherto it has 
not often been forthcoming without delays and bungling. 
It is true, too, that news is the livelihood of the Press; they 
are the experts in news. But it is not true, either that the 
Ministry of Information should be done away with, or that 
the ideal Ministry would be staffed from top to toe with 
pressmen. The standard of ability in Fleet Street is not 
generally so high as to suggest that here are the sole talents 
wanted; and it is axiomatic that to hand over official war- 
time controls to be run by the trade interests concerned is 
harmful to the commonweal. Mr Duff Cooper has not gone 
to Fleet Street for a successor to Sir Kenneth Lee as per- 
manent head of the Ministry. He has chosen Mr Frank 
Pick, who, at London Transport, has shown himself a 
master of organisation and has had some contact both with 
the public and with publicity. If he can keep Mr Cooper 
convinced that his first duty is to give out news, and then 
more news, Mr Pick will do a good job well. 


* * * 


Mr Morrison and Ebbw Vale 


There is to be no inquiry into the affairs of Richard 
Thomas and Company. In announcing this decision, Mr 
Morrison said quite rightly that the internecine disputes of 
individual companies were not his concern. His sole business, 
he pointed out, is the production of munitions of war. But 
munitions cannot be mentioned without reference to steel, 
the product of Richard Thomas, and it was news indeed to 
most of his hearers when Mr Morrison, on the general ques- 
tion of steel production, stated that the productive resources 
of Richard Thomas were being used in such a way as to 
Bive the greatest help to the war effort. This is, of course, 
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the issue—not the quarrel between Sir William Firth and 
his late colleagues—and it is not likely that everyone will be 
convinced, even now, that Mr Morrison has not been mis- 
informed or misled. It would be unfair and probably un- 
true to deduce anything from the fact that Mr Morrison’s 
official advisers in the Steel Control of the Ministry of 
Supply are, in the main, the Steel Federation which never 
looked with very much favour at the project to produce 
embarrassingly cheap sheets in large quantities at Ebbw Vale. 
It may indeed be the case that none of this plant is now idle 
or under-used; but more evidence than Mr Morrison’s simple 
Statement will be needed to carry complete conviction that 
the national interest is in fact being fully served. 


* * * 


Recruits for War Work 


The outstanding problem of war economy is to transfer 
labour from non-essential to essential work by positive 
means, Oblique methods, taxation and rationing, will not 
suffice to do this on a large enough scale with sufficient 
speed. It should be possible to turn over three million men 
and women from work in distribution, commerce and 
finance. Actually, so long as the money takings of retail 
trade remain steadily higher than pre-war level (as a 
Note in the Industry and Trade section on page 198 shows), 
the rate at which labour is released from shops will inevit- 
ably be slow; and so long as the earnings of large concerns 
like insurance companies are satisfactory there will be little 
slimming of their staffs. The positive curtailment of non- 
essential personnel (perhaps by fixing quotas of permitted 
labour) must be accompanied, too, by measures to concen- 
trate the output of civilian goods and services in the hands 
of the most efficient producers—that is, those needing the 
least labour per unit of production. The need for such 
steps in distribution is discussed in a leading article on 
page 177; and in the latest bulletin from the Oxford Institute 
of Statistics Mr G. D. N. Worswick suggests what the conse- 
quences might be if they were applied to certain consump- 
tion goods industries. His point is that to curtail manu- 
facture for civilian use simply by cutting down the output 
of all firms similarly—which is in fact the result of re- 
stricting consumption in general by rationing or by taxes— 
is inefficient and wasteful. 


* 


The aim should be twofold: not only to cut down total 
Output in these industries, but also to ensure that the out- 
put per head of those still employed in them is the highest 
possible. In the food, drink and tobacco industry, for in- 
stance, Mr Worswick calculates that, while a cut in total 
output of 10 per cent. would mean a reduction in personnel 
of 2 per cent. if the cut were evenly spread over all firms, 
it would mean a reduction of 14 per cent. if the remaining 
output were concentrated in the most efficient firms. There 
were 554,350 persons employed in July, 1935. To reduce out- 
put by 30 per cent. throughout food, tobacco and drink 
firms would release 33,620 of them; but to concentrate the 
70 per cent. of output left in efficient firms would, he calcu- 
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lates, release 202,340, six times as many. This plan would 
be hard to apply. Mr Worswick can apparently determine 
the “ efficient ” firm more readily than any Government de- 
partment is likely to. But the principle is excellent, and it 
would be possible, in many industries, to weed out the 
“ inefficient ” concerns by fixing selling prices well below the 
costs of the marginal firms. In any case, the plea for posi- 
tive organisation is timely and ought not to go unheard. 


* * * 


Shipbuilding 


Although the British Shipping (Assistance) Bill, 1939, 
has been allowed to lapse, the Minister of Shipping, with 
the approval of the Treasury, has now authorised the pay- 
ment of the initial shipbuilding grants, provided by the Bill 
as a stimulus to the placing of orders. The upper limit of 
the total grant provided was £23 millions in respect of new 
cargo vessels ordered after March 28, 1939, and completed 
not later than December 31, 1941 (or such later date as might 
be approved). In a Memorandum issued this week by the 
Ministry of Shipping (Cmd. 6218), it is estimated that some 
100 vessels will rank for this grant. In addition to direct 
grants, the deferred Bill also provided for loans to ship- 
owners towards the cost of constructing vessels of certain 
types. Applications were received in respect of 69 vessels, 
and loans have been approved towards the construction of 
55 ships, including 50 tramps and five cargo liners, of 
239,822 gross tons. The estimated cost of these ships is 
£6,311,295, and loans totalling £4,817,005 have been 
approved. The promise of assistance, given by Mr Oliver 
Stanley, then President of the Board of Trade, last spring, 
led to a revival of shipbuilding last summer. It is estimated 
that no less than 800,000 gross tons of ocean-going ships 
(exceeding 3,000 gross tons) were under construction or on 
order at the beginning of August last year. After the outbreak 
of war, the Government took control over the shipyards and 
it has since been placing orders on its own account, with 
the object of allocating building capacity with due regard to 
the needs of the Navy and the mercantile marine. On 
Wednesday, Mr Bevin suggested that, not unnaturally, there 
had been some slight shift from merchant to naval ship- 
building in view of France’s surrender. The tonnage position 
is very good, in spite of recent higher losses; but enemy 
attacks will almost certainly grow, and it is still true that 
our strength in war depends, more than on any other single 
factor, on sufficient shipping space being available in any 
conditions to meet our requirements. 


* * * 


The Cost of the Spanish Civil War 


A statement just issued by the Spanish Ministry of 
Finance lends some weight to the belief that General Franco, 
if he is allowed to have his own way, will preserve Spain’s 
non-belligerent status. From July, 1936, to July, 1939, ex- 
penditure was approximately 12,000 million pesetas (about 
£300 millions) and revenue about 3,700 million pesetas. 
There was thus a deficit of more than 8,000 million pesetas, 
which was largely covered by advances from the Bank of 
Spain amounting to 7,600 million pesetas during the civil 
war period. As the statement also refers to advances from the 
Bank to the “ Marxist” Treasury of some 23,000 million 
pesetas, it may be presumed that the expenditure and revenue 
figures refer only to Nationalist Spain and that the cost of 
the war to the country as a whole was really considerably 
greater. The price of Italian support is estimated at 5,000 
million lire (about £60 millions), and the debt is to be paid 
off in twenty-five years, beginning. with a payment of 80 
million lire. In addition, there is an amount of 300 million 
lire owing to the Italian Consortium Bank. No figures are 
given for the German debt, but it is claimed that it was 
partly compensated by exports of Spanish goods and that the 
amount outstanding is considerably lower than in the case of 
Italy. The external debt was also swollen by commercial 
credits contracted by the Nationalist Government, the 
amounts involved being £3,200,000, 12 million Swiss francs 
and 50 million Portuguese escudos. Spain, therefore, 
emerged from the Civil War with a badly unbalanced budget 
and a heavy load of foreign debt, quite apart from the 
material destruction caused to the country’s resources. More- 
over, in spite of the cancellation of the notes issued by the 
Republican Government, the note issue is now, at over 9,000 
million pesetas, about double what it was in July, 1936. 
The Budget for 1940, discussed in The Economist of 
July 27th (page 121), shows only small sums allotted to 
reconstruction, but very heavy military expenditure. 


August 10, 1940 


India and the War—and After 


The victorious ending of the last war was marked by 
a great step forward in the advance of India towards cop. 
stitutional independence in the Montagu-Chelmsford re. 
forms. At the close of this war, it was announced by the 
Viceroy on Thursday, the Indians themselves will be given 
the chance to devise the means of attaining their nationalist 
goal. A body representative of all the chief elements in the 
life of India will be set up to work out a new constitution, 
Full self-government for India is the British desire, but its 
achievement is barred by the inability of the principal Indian 
groups to agree among themselves. It would be a dereliction 
of Britain’s duty to leave India to civil strife and its minori- 
ties to bitter treatment, and the final issue in India’s struggle 
for Dominion status, whenever the decision is taken, will 
depend upon the ability of the Indian peoples to reconcile 
their differences. The British Government’s pledge to give 
them the fullest chance to do this is an act of statesmanship, 
and the responsibility for India’s future now rests where it 
belongs. Meanwhile, despite the constitutional impasse, re- 
presentative Indians are to be invited to join a new War 
Advisory Council as well as the Executive Council of the 
Viceroy. This step might well have been taken much earlier 
in the war. 


Shorter Notes 


Cash gifts from the Colonial Empire to the British Govern- 
ment for the prosecution of the war amounted to £7,555,164 
by July 17th. In addition, the Colonies have made loans to 
the British Government, free of interest, for the duration of 
the war amounting to £1,156,983, and cash gifts to war 
charities amounting to £404,619. Including cash gifts sub- 
scribed by local residents to Colonial Governments and sub- 
scriptions not yet allocated, the total of gifts and loans comes 
to £9,155,663. There have also been many gifts in kind, rang- 
ing from 50 live turtles, 94 head of cattle, 1,680 cases of rum, 
and bags of beans, cocoa, coffee, maize and rice, to seven 
motor lorries and one saloon car, two patrol vessels and an 
aeroplane. 

* 


The question of the arrest and detention of Captain 
Ramsay, M.P., has, by Order of the House, been referred to 
the Committee of Privileges for examination and report. The 
Committee will decide whether or no there has been a breach 
of the privileges of the House of Commons and will not, of 
course, adjudicate upon the facts of the case. 


* 


An increase of 6d. a day in the pay of the three fighting 
services has been announced. It will be granted to warrant 
officers, N.C.O.s and men. 


* 


This week agreements have been signed with General de 
Gaulle and General Sikorski, Polish Prime Minister and 
Commander-in-Chief, defining the principles on which the 
armed forces under their commands are to be organised. In 
both cases, the forces will retain their national character, but 
will be subject to the general direction of the British com- 
mand. The agreements also provide for the equipment and 
maintenance of the forces by Great Britain. 


* 


The first industrial dispute to be referred to the new 
National Arbitration Tribunal is a claim in the printing trade 
for a cost-of-living war bonus. It is also understood that a 
similar claim is being put in by the Bank Officers’ Guild. 
The Guild is not recognised as a trade union by the bank 
managements; but the Arbitration Order does not preclude 
such an organisation from making claims on behalf of its 
members, and it seems likely, therefore, that the Tribunal will 
adjudicate on the salaries of bank clerks—an adjudication 
unprecedented in the history of banking. 


* 


According to an answer given by the Home Secretary in 
the House of Commons, the Commissioner of the Metro- 
politan Police has made orders under Regulation 42c direct- 
ing the closing of six bottle parties, known respectively as 
Boogey Woogey, El Morocco, Hi-de-Hi, Macs, Paradise 
and Stork. 
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THE WORLD OVERSEAS 





America’s [Two Conventions 


(From Our Washington Correspondent) 


ITH Mr Roosevelt’s nomination by the Democratic 
Convention at Chicago, the personalities for the 
coming presidential campaign are decided. 

Two conventions could hardly have provided a greater 
contrast than the two just cver. In Philadelphia, the Repub- 
lican choice was in doubt until well into the actual balloting. 
In Chicago, the Democratic choice was a foregone conclu- 
sion. In Philadelphia, the galleries guided the rostrum; in 
Chicago, the galleries’ only free expression was the booing 
that accompanied the nomination of the Secretary of Agri- 
culture, Henry A. Wallace, as the Vice-President of the 
President’s choice—a sound directed not against the man 
but against the method of his selection. 

This contrast was in part a normal contrast between the 
performances of the ins and the outs. But there were two 
special factors at work. One was the silence as to his in- 
tentions which Mr Roosevelt maintained until after the 
Democratic Convention was formally organised, and which 
prevented preliminary jockeying for place on the part of 
potential candidates other than Mr Roosevelt. 

The no-third-term tradition, unbroken since its inaugura- 
tion in Washington’s “ Farewell Address,” began to be depre- 
cated by the President’s personal advisers as long as two 
years ago; the President neither discouraged these efforts nor 
allowed himself to be drawn into comment on them. The 
earlier his plans becarne clear, the less power he would have 
at the convention. (It will be recalled that, under somewhat 
comparable conditions in the 1920’s, months passed and 
much pressure was applied before Calvin Coolidge’s thin lips 
emitted the six words, “I do not choose to run.”) But until 
the President gave some indication of his intentions the 
members of his official family—and this included most 
eligibles—had perforce to temper their ambitions to succeed 
him. Then came the war, and the proponents of a third term 
concentrated their appeal on another American tradition— 
Lincoln’s warning about not swapping horses while crossing 
a stream. It was on this latter tradition that the President’s 
speech of acceptance of nomination for a third term was 
based. 


The Political Machines Fade-out 


The second special factor in the conventions was one which 
the two gatherings really had in common, though the results 
of its action differed in the two cases. Both at Philadelphia 
and at Chicago, the political machines were only indirectly 
concerned with what went on. Mr Willkie was an amateur. 
Though it is wholly incorrect to describe his nomination 
as a spontaneous outburst, the organisation which made it 
possible was organisation representing industrial rather than 
political experience, Mr Willkie and the Republican nominee 
for Vice-President, Charles L. McNary, who has represented 
the State of Oregon in the Senate since 1917, met for the 
first time after the latter’s nomination. At the close of the 
convention, the professional Republicans thus found them- 
selves with a candidate on their hands as little or less of their 
choosing, and almost as new to the personalities and pro- 
cedures of their political world, as Woodrow Wilson was to 
the Democrats in 1912 when a toga was put over his cap 
and gown. 

In Chicago, the problem of the regulars concerned the 
position of Mr James A. Farley, Chairman of the Democratic 
National Committee and manager of Mr Roosevelt’s two 
previous campaigns. For eight years Mr Farley has repre- 
sented the link between the New Deal, as the standard bearer 
of social reform and highly centralised national government, 
and the Democratic political organisation of the various state 
machines. The Roosevelt-Farley partnership is now dis- 
solved; Mr Farley has set August 17th as the date of his 
retirement. This does not, however, mean that Mr Roosevelt 
will not have the support of the regular party organisations, 
for the city and state machines have exercised their normal 


foresight and established themselves vociferously parallel to 
the path of success. But, in as highly federalised a political 
structure as that of the United States, the replacement of the 
man, whose capacity for human contacts has for years built 
up close relationships across forty-eight states, is going to 
require rapid improvisation by the person the New Deal 
selects as his successor. 


Southern Democrats to “‘ Take a Walk”’ 


The issue between Farley and Roosevelt was the third-term 
issue; the breach became open when Mr Farley’s nomination 
for President was presented to the convention. This nomina- 
tion occurred when Arkansas yielded to Virginia in the roll- 
call of states, and it is one of the anomalies of politics that 
an Irish Catholic New Yorker should be used by the South 
to express its disapproval of Mr Roosevelt. The real object 
of the disapproval is the group of presidential advisers who 
gave the start, not only to the third-term movement, but to 
the legislative programmes of the New Deal. These are pro- 
grammes which the conservative South has only supported 
because of its commitment to the one-party system. The 
limited suffrage of most of the Southern states, limited to the 
propertied group by the device of the poll tax, places the 
balance of conviction of the majority of the voters far to the 
right of the third of the nation—the more than third of the 
South—on whose behalf many of the New Deal reforms 
have been undertaken. At Chicago, the New Deal took over 
the Party. The sacredness of the third-term tradition, estab- 
lished by a Virginian President, therefore has its convenience 
as a politically acceptable means of expressing Southern dis- 
satisfaction, and several of the anti-New Deal Southern 
democrats have already used it in indicating their intention 
“to take a walk.” 

Both Vice-Presidential nominees were leaders in the agri- 
cultural revolt of the 1920°’s, Mr Wallace, as editor of 
Wallace’s Farmer, was at the centre of support for the 
measures to deal with post-war agricultural surpluses, which 
reached Congress as the McNary-Haugen bills and were 
twice passed and twice lost by Republican presidential 
veto. As competitors for the Middle-Western and Far- 
Western farm vote, the two are very evenly matched. Senator 
MeNary’s opposition to the Hull reciprocal trade agreements 
will bring him support from cattlemen and lumber interests; 
Mr Wallace’s strength wili come from the programme ad- 
ministered under his Department—the Agricultural Adjust- 
ment Administration, the Farm Security Administration, the 
Soil Conservation Service. 


Campaign Forecasts 


From present indications, the labour vote will be largely 
Mr Roosevelt’s. Mr William Green, head of the American 
Federation of Labour, has announced that the Federation will 
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maintain its usual non-partisan attitude, which means that 
some of its vote will go to the Republicans. (The public 
utilities industry has had fewer serious labour disputes than 
most.) The political wanderings of Mr John L. Lewis, head 
of the Congress of Industrial Organisations, from an anti- 
third term statement, a bid to form a third party and an 
appreciative speech on Mr Hoover at the time of the Repub- 
lican Convention, to apparent acquiescence in a third term 
for Mr Roosevelt, have diminished his individual influence, 
but the C.1.0. unions will go very solidly for the President 
—the Wallace nomination was made by Mr Phillip Murray 
of Pennsylvania, head of the Steel Workers’ Organising 
Committee. 

The first glimpse of campaign tactics appeared in the 
President’s speech of acceptance, when Mr Roosevelt said 
that he will remain chiefly in Washington, where he can keep 
close to foreign events, using the radio to reach his con- 
stituents rather than making tours. The American political 
system, by combining in one man the attributes of the Presi- 
dent, the representative of the whole people, and the attri- 
butes of the head of the party in power, offers opportunity 
for rapid change from one réle to another, from the réle of 
one who is above the battle to the réle of proponent of 
partisan measures in the struggle of government-and- 
opposition. Mr Roosevelt's speech, by citing the national 
emergency as his reason for running at all, foreshadows an 
attempt to view the campaign from higher ground. That 
leaves domestic affairs to other members of the party, who 
will doubtless not overlook the opportunity to keep the 
T.V.A. issue before the country and give Mr Willkie a 
general electric massage. 

The Republicans will counter with the third-term issue, 
and point out that their candidate rather than his opponent 
has the industrial experience which is the main requirement 
of a country about to undertake a major re-armament effort. 
Their most effective current tag is a paraphrase of the recent 
defence bill, to the effect that we now have two Presidents, 
one on hand and one on order. 


July 22nd. 


Australia’s Taxation 
Proposals 


[FROM OUR SYDNEY CORRESPONDENT] 


EarRty in May, the Commonwealth Treasurer introduced 
taxation proposals which will apply during the financial year 
beginning in July, 1940. This advance glimpse of the Budget 
was a war measure, introduced with the object of enabling 
industry and the community generally to realise their in- 
creased financial liabilities and to plan accordingly. 

As was expected, taxation was considerably increased. In 
his financial statement, the Treasurer explained that in the 
first few months of the financial year 1939-40 Australia was 
experiencing a downward trend in industrial activity. For 
this reason the Government decided that, in the early period 
of the war effort, Australia should try to attain maximum 
economic activity, and a certain amount of credit expansion 
was sought to this end. In all, £A12 millions was borrowed 
direct from the banking system, mainly from the Central 
Bank; but the Government resolved that expansion should 
not be permitted to outrun industrial development, and in 
the bigger output and activity the authorities now saw evi- 
dence that the time had come to resort to taxation and public 
borrowing, rather than to loans by banks, to finance the 
expanding war programme. 
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The new taxation proposals foreshadowing the 1940-4] 
Budget embodied this principle. It was estimated that war 
expenditure within Australia would be £A79 millions, and 
of this sum existing taxation would yield only £A16 millions, 
Under the current programme, £A7 millions had still to be 
found for the financial year 1939-40. For the two years’ 
programme, amounting to £A125 millions altogether, a sum 
of £A70 millions thus remained to be provided. It was de. 
cided that additional taxation should be imposed to yield 
£A20 millions of this total, the remainder to be raised by 
loans. 


Tax Increases 


Taxation was increased over a wide field. Of the total 
estimated increase of £A20 millions, £A10.3 millions is to 
be provided by indirect and £A9.7 millions by direct taxation. 
Income taxes were increased in such a way that the additional 
taxation will fall mainly on the middle income groups 
between £500 and £1,000. This was achieved by raising the 
general rates, while at the same time existing exemptions were 
left undisturbed and supertax was only slightly altered, 
Heavier indirect taxation appeared in a rise in the rate of 
sales tax from 6 per cent. to 8} per cent., and in a special 
wartime duty of 10 per cent. superimposed on existing 
Customs tariffs. These indirect taxes will bear most heavily 
on the lower income groups and to some extent on the middle 
income classes as well. Sales tax is levied mainly on goods 
that are not included in the list of consumption goods on 
which movements in the cost of living and the basic wage are 
based. The same can be said to apply to Customs duties, 
Thus, the price rises, which will inevitably follow the in- 
creased rates of sales tax and Customs duty, will have to be 
paid by wage and salary earners out of receipts that have not 
risen to the same degree. A lowering of the standard of living 
must follow this decline in real income. 

The revenue tariff on petrol, benzol and similar spirit was 
raised again, by threepence a gallon to elevenpence per 
gallon, This, in addition to being a revenue measure, must be 
regarded as an attempt to cut down the private consumption 
of petrol and to conserve foreign exchange. 

The new wartime company tax on companies earning more 
than 8 per cent. on capital employed, and the tax of 1s. in 
the £ on undistributed company profits, are interesting. The 
strength of public feeling against any form of war profiteer- 
ing, which, incidentally, has been reinforced by the success 
of the Government’s price-control scheme, made some form 
of excess profits duty imperative. The simple imposition of 
a tax on all profits above a stipulated minimum obviates the 
need for cumbersome control which must accompany any 
form of taxation on so-called war industry only. The uni- 
versal excess profits tax appears also to be more equitable as 
well as simpler. As the tax is steeply graduated, it will fall 
with much greater severity on those industries whose profits 
rise considerably during the war period. Beginning at a levy 
of 4 per cent. on a rate of profits of 9 per cent., it rises to 
60 per cent. on profits in excess of 22 per cent. 

The tax on undistributed profits would seem to be aimed 
at preventing accumulations which would enable business 
to finance expansion out of its own undistributed profits, 
thus defeating the object of the investment control regula- 
tions. The higher rates of land tax and estate duty, though 
not expected to yield much additional revenue, bear very 
largely on higher incomes. They therefore make up to some 
extent for the fact that the income tax and the indirect taxes 
fall more heavily on the middle and lower income groups. 


ADDITIONAL TAXATION TO MEET DEFENCE EXPENDITURE 
(£A millions) 


Income tax :— 
War-time company tax ...........e000+. 4°25 
Tax on undistributed profits of com- 
IE sida uhsdwaiasesubanusenaapaseenisene 0-45 
IED iokcveks syseuiekaneenspssannsbies 3-00 ated 
—— 7's 
EE Aas tbo Lia i cdcouviapabapuesviusssaccensks 1:5 
EE didn ccna ssktivesnsdutessesivasiavuesbexsnshs 0:5 
ET civcc cscs ceausesantedstueianseesssvnetuasibiiess 5-2 
ET EE END ons skwsenkonasscvenevennaseuwes 5-1 
20-0 


Higher Imports 


This scheme provided only for expenditure within Aus- 
tralia, and it has become increasingly clear that Australia’s 
overseas Commitments will be very heavy as her forces sent 
Overseas mount in numbers. With the guaranteed prices for 
exports under the Empire Purchasing Scheme and the rise 
in export income, it might have been expected that Australia’s 
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London funds would rise during the current financial year, 
thus providing a surplus out of which some part of the over- 
seas war expenses could be paid. This, however, has not been 
achieved. In spite of the restriction of imports under the 
licensing scheme applied to goods from outside the sterling 
up, the flow of imports has markedly increased, During 
the first ten months of 1938-39 they amounted to £A103 
millions; in the same period of 1939-40 they totalled £A118 
millions. Undoubtedly this increase was due to some extent 
to a rush to augment stocks and purchase supplies, before 
licensing became more stringent or production more dis- 
located by the war. The figures also reflect higher prices 
and the depreciation of sterling, and with it the Australian 
pound. For these reasons, therefore, a falling off can be ex- 
ed in later months. 

The Treasurer announced that provision would have to be 
made for war expenditure overseas totalling at least £A35 
millions up to June, 1941. He stated that a loan of {stg.6 
millions was raised in June, 1939, which would provide some 
of these funds, and since then temporary arrangements had 
been made with the British Government for loans to be 
granted to Australia at the same rate of interest as similar 
loans raised by Britain. This, however, is no long-term solu- 
tion of the problem, and it seems certain that drastic measures 
will have to be taken to cut down imports of goods not 
essential to the war effort. 


June 6th. 


Hongkong in Lwo Wars 


[FROM OUR HONGKONG CORRESPONDENT ] 


For several years Hongkong has played no small part in 
supporting China’s resistance to a policy of aggression, which 
was first disclosed to an indifferent world by the Mukden 
incident of September, 1931. Now, although her interests in 
China are such that she cannot ignore the war in the Far 
East, it is quite clear that her first duty is towards the Empire 
and that help for China must take second place. 

There is, however, considerable impatience at the lack of 
a definite indication as to what Hongkong can do in the 
European war. Recently, the Secretary of State for the 
Colonies sent a circular despatch to all units of the Colonial 
Empire, and there is now no doubt that the duty of both 
officials and non-officials is to remain at their present posts. 
But the advice of the Secretary of State regarding the in- 
creased production of raw materials does not apply to Hong- 
‘kong, nor does the restriction of imports help the Empire, as 
the Colony is outside the sterling area. As Hongkong was the 
first Crown Colony to introduce compulsory military service, 
she has a clear conscience in regard to local defence. More- 
over, the new war taxation measure, principally affecting cor- 
poration profits and employees’ salaries, meets the suggestion 
of imposing direct taxation, and, in anticipation of increased 
revenue, a free gift of £200,000 has been voted from the 
Colony’s surplus. 


Greater Effort Wanted 


But the feeling is still there that a greater effort should 
be required of Hongkong. There is, for instance, a large 
reservoir of labour capable of being used in munition work. 
At present, certain small craft, such as mine sweepers and 
patrol launches, are being built in the two principal dock- 
yards. But the industrialisation of Hongkong, which has 
already received a strong impetus from the China war, 
could probably be very much developed, and there should 
be scope for the manufacture of light armaments, small arms, 
ammunition and clothing. The main difficulty is the provi- 
sion of raw material, but as the many direct steamship con- 
hections between Hongkong and America, Australia and 
India are at present outside the belligerent zone, the problem 
of supply should not prove insuperable. 

The trade figures for the first four months of this year 
show a continued expansion in value, mainly Owing to in- 
creased first costs, and to higher freights and insurance 
charges in the case of imports. The latter totalled $270.5 
millions (one Hongkong dollar = 1s. 3d.) in January to 
April and were 48 per cent. above the total for the corre- 
sponding period of last year. Exports, f.o.b. Hongkong, were 
$211.2 millions, an increase of 24 per cent. 

It is clear that the Colony’s entrepét trade has been 
hardly affected by the European war. But it is understood 
‘that the Ministry of Shipping at home is applying a stricter 
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control of British and Allied shipping services with the 
Far East, and that in future space will be almost entirely re- 
served for “ priority” cargo, which in the case of homeward 
voyages is mainly rubber and tin. Hongkong is not a pro- 
ducer of raw material, and so far none of her manufactures 
comes into the “ priority” class. But manufactured goods, 
principally rubber shoes, electric torches and apparel, to the 
extent of over $5 millions, have already been contracted for 
by home importers and the required import licences issued 
by the Board of Trade. The Imperial Government has, 
therefore, been asked to allocate sufficient space for exporters’ 
commitments, and, with France no longer an importer, it is 
hoped that part of the space thereby released can be allotted 
to Hongkong. 


Interests in Free China 


China continues to contribute almost half of Hongkong’s 
imports and exports and, in addition, the Chinese National 
Government still uses Hongkong as its chief means of com- 
mercial and financial intercourse with the outside world. 
Although the head offices of the Chinese Government banks 
were transferred to Chungking, the Hongkong offices of the 
four banks in question continue to be their most important 
branches. In Hongkong, too, are branches of important semi- 
official Free China trade concerns, such as the Central 
Trust, the Fu Hwa Trading Co., the Continental Co., the 
China Vegetable Oil Co., etc. 

The Colony is also concerned in much of the Free China 
transit trade via French Indo-China and Burma, and the 
future status of Indo-China is consequently causing a good 
deal of anxiety. The ports of Haiphong and Saigon have 
been the principal entrances to the unoccupied areas of China, 
and for the past three years the normal trade between those 
ports and Hongkong has grown enormously. Japanese inter- 
vention in Indo-China would react most unfavourably on 
Hongkong because of the probable interference with the rice 
trade. Nearly 50 per cent. of imports of rice into the Colony 
are from Indo-China; part of it is re-exported, but the bulk 
is retained for local consumption. With the population of 
Hongkong probably 80 per cent. above normal, any cessation 
of normal supplies of rice will pose a very grave problem 
for Government. 


The Hongkong Dollar’s Popularity 


The Hongkong currency retains its former stronghold in 
South China. The circulation of Hongkong dollars at the 
end of April, 1940, was $225.7 millions, and more than 
half of the note issue is circulating in Chinese territory, 
mainly in Kwangtung and the adjacent districts. Hongkong 
dollar notes in $500 denominations continue to form the 
favourite investment of liquid reserves for native banks and 
merchants throughout the south-east of China. Repeated 
Japanese attempts to oust Hongkong currency from the 
occupied area around Canton, or to force the Chinese to give 
up Hongkong dollars against Japanese military notes, have 
met with complete failure. The Hongkong dollar’s deprecia- 
tion by almost 40 per cent. in terms of the United States 
currency has not shaken Chinese confidence in the Colony’s 
currency, for China’s own dollar has depreciated by more 
than 80 per cent. 

June 17th. 
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A Tax on Capital 


TO THE EDITOR OF THE ECONOMIST 


Srr,—You say in your article on the Budget that it would 
be “fatal to dismiss a tax on capital merely because it is 
radical or distasteful to one section or another of the public.” 
But you then condemn the idea of an annual tax on private 
capital fortunes during war with arguments which seem to 
me to have no substance. 

(1) You say that “a tax on capital, if small enough, would 
merely be a discriminatory income tax on incomes from 
property, and if there is a case in equity for this it can 
be incorporated in the income tax,” whatever that precisely 
means. There is a very strong case, on the grounds of 
simplicity, for assessing such a tax largely on unearned 
incomes. But the fact that it could in this sense be “ in- 
corporated in the income tax” is surely no objection to the 
tax whatever. 

(2) You also say that “if the tax on capital is heavier than 
can be paid out of the annual yield of the property, it is a 
means of reducing the national debt by compelling existing 
property owners to assume responsibility for it. Such a levy 
makes no contribution to the problem of war finance, since 
no amount of transfers of title to existing debt or existing 
property can affect the level of present consumption.” Now 
it is again no objection whatever to the capital tax plan that 
it reduces the national debt by absorbing some of the un- 
earned incomes of wealthy private individuals in order to pay 
the debt interest. For that is, ultimately, the only equitable 
and effective way in which we can deal with the national 
debt. 

Your next statement that “no amount of transfers of title 
to existing property can affect the level of present consump- 
tion ” is a flat and indeed obvious misstatement of fact. This 
idea that a capital tax.would not affect consumption, or 
rather spending, is being sedulously encouraged by econo- 
mists, though the slightest reflection shows it to be untrue. 
It was pointed out as long ago as in Professor Pigou’s book 
on “ The Economics of War” (1922), apropos of this very 
subject, that a tax assessed on capital may, of course, be paid 
out of income, just as a tax assessed on income may be paid 
out of capital. 

Your attitude, and that of many economists, seems to be 
that a 5s. in the pound income tax on unearned income 
makes people reduce their spending, but a capital tax assessed 
at, say, 10s. in the pound on that income, does not reduce it! 
Is not this manifestly absurd? 

The fact is that as the tax on a propertied individual’s 
income rises, he becomes more inclined to pay partly out of 
capital. If, as under the proposed capital tax, he was ex- 
plicitly given the opportunity of paying partly in securities, 
he would naturally be all the more inclined to. But obviously 
the prospect of paying the tax would make him cut his 
spending to the greatest possible degree, so as to pay the 
maximum out of income and minimise his loss of capital. 

Finally, in arguing as above, you and many others are com- 
pletely ignoring one vitally important fact. The rich to-day 
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are partly paying their income tax out of capital. That means 
that they are able to evade the intended cut in consumption 
in a way which the recipient of earned income cannot imitate 
This is both unfair and an obstacle to the Government’s 
efforts to check inflationary spending. 

The only way to prevent it is to superimpose a capital tax 
at such a time as this on to the structure of the ordinary tay 
on income. 

Yours faithfully, 
DOUGLAS Jay, 

All Souls College, Oxford. 


Prices of Goods Act and E.P.T. 


TO THE EDITOR OF THE ECONOMIST 


S1r,—The imposition of 100 per cent. excess profits tax 
has provoked a good deal of comment on its possible re- 
actions on efficiency. Its effect, however, is likely to be small 
when compared with that of the Prices of Goods Act, for the 
following reasons : — 

1.—Whereas E.P.T. is based on an actual amount of money 
profit earned in the best of several years, the Prices of Goods 
Act, in effect, limits net profit to a fixed amount per article 
sold by comparison with an immediately pre-war period, 
Implicitly no allowance is made for the greater working 
capital per article necessary with higher prices nor the greater 
cost of replacing the fixed capital. Thus, in a business with a 
declining output of civilian goods—the normal condition in 
these times—the profit allowed on those goods will in aggre- 
gate be lower than under E.P.T. In a declining business, in 
fact, the limit is set by P.G.A., in an expanding business by 
Ba. k. 

2.—Even with 100 per cent. E.P.T., some commercial, as 
apart from patriotic, spur to efficiency remains, since it is 
reasonable and prudent to aim at a higher profit than that 
permitted. Under P.G.A., however, once maximum prices are 
fixed, any reduction of costs below or increase of turnover 
above those expected will necessitate a revision of prices, with 
all the attendant difficulties. Further, it will not be possible 
to work with margins against contingencies such as lack of 
materials and heavy bad debts, unless the Price Regulation 
Committee think the margins reasonable. 

3.—Under P.G.A., a company making a loss in the 
standard period must, except under unusual conditions, con- 
tinue to make it at the present time. E.P.T. does, however, 
make provision for a certain return on capital where com- 
panies were making losses throughout the standard period. 
Further, whereas P.G.A. does not permit losses in one year 
to be recouped in the next, this is possible under E.P.T. to 
a certain degree. 

4.—E.P.T. is calculated on the whole of the business, and 
hence permits a company transferring its production facilities 
from civilian to Government work to subsidise the latter by 
the former, a normal procedure in the early stages of transfer. 
P.G.A. does not permit this, and hence may tend to dis- 
courage the transfer. 

5.—It is suggested that these disabilities in the P.G.A. 
could be removed by the following amendments: 


(a) Alteration of the permitted net profit on any article 
from an absolute amount of money to a percentage on the 
final price. 

(b) Adoption of a tolerant attitude towards provisions 
necessary to cover unknown conditions. 

(c) Permission for a company to raise a price above the 
permitted price if in so doing they are not obtaining 2 
profit on their capital greater than that‘ allowed as the 
minimum under E.P.T. Alternatively, to permit the 
standard prices from which increases are computed to be 
taken from specified dates other than August 21, 1939. 

(d) Allowance in regulating commercial prices for losses 
incurred on Government work above those in the standard 
period. 


Alternatively, the whole procedure could be very much 
simplified, and the two Acts joined, if the P.G.A. were 
amended to state merely that. the prices charged by any com- 
pany making price-regulated goods must not be such that 
the company’s activities as a whole appear likely to be subject 
to E.P.T. This gets over also the considerable difficulties in- 
volved in defining what is meant by the profits on an article 
on a single day, i. August 21, 1939. 
Yours faithfully, 
P. K. O'BRIEN. 
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THE BUSINESS WORLD 





Insurance and Bank Shares 


EFORE the war there was a definite increase in the 
B “ popularisation”’ of British insurance and banking 
shares. ‘This development owed much to the efforts of cer- 
tain specialised unit trusts, to whom even the most con- 
servative investment critic may award sincere commenda- 
tion. Their appeal was based mainly on sound long-term 
investment considerations, and their efforts undoubtedly 
tended to increase the marketability of many shares whose 
clientéle had formerly been select rather than democratic. 
But the war has created a host of problems for insurance 
and banking institutions, whose repercussions on the share 
market have been striking. At the end of June the Actuaries’ 
Index for ten bank and discount company shares (Decem- 
ber 31, 1928 100) was 74.9, against 105.5 a year earlier, 
while the index for the same number of insurance company 
shares was 66.8, against 111.8. Of these declines of 29 per 
cent. and 40 per cent. respectively, much the greater part, on 
balance, occurred in the last two months, the fall being 
steepest in June. Subsequently there has been a moderate 
recovery in the indices to 82.2 and 74.8 respectively, but only 
a small part of the net loss of ground during the past year 
has been made good. 

Undoubtedly, the prime influences which produced the 
slump of May and June were psychological, and were com- 
mon to the entire equity share markets. At that time the 
German armies were making their lightning conquests in 
Western Europe, and a volume of selling which was never 
really excessive by peacetime standards had a wholly dis- 
proportionate effect on Stock Exchange prices. Ultimate 
recovery from that species of depression is contingent on 
victory in the Battle of Britain and, later, the Battle of 
Europe. In any political context which investors hope to 
see after the war, dividend vields of 5.52 per cent. for repre- 
sentative bank shares and 5.57 per cent. for insurance shares 
which prevailed, according to the Actuaries’ Index, at the 
end of last month (against 4.49 per cent. and 4.03 per cent. 
a year earlier) would appear fantastically high. But a return 
to anything like the price levels of pre-war days is unlikely 
so long as the war lasts. ae 

Insurance and banking shares have numerous traits in 
common. Both are “ money securities ” in the narrow sense 
that their dividends are provided by “ industries” which 
use money as their raw material, and in the broader sense 
that their income return is of the “ gilt-edged equity ” type, 
with a tendency to stability over moderately long periods and 
aslow but persistent upward trend (with its concomitant of 
increased share prices) over still longer periods. The analogy 
with gilt-edged stocks, indeed, has sometimes been carried 
so far that some insurance and banking shareholders have 
almost come to look on the maintenance of earnings and 
dividends, with only slight and temporary variation, as 
almost automatic—as something ordained by natural law 
or the inscrutable workings of the money market. The failure 
of bank profits, however, from 1931 onwards, to regain the 
pre-depression standards of 1929 and earlier years, is itself 
a convincing refutation of such mysticism. Actually, earn- 
ings in any given year are the resultant of three forces, only 
one of which is under the direct control of the institutions 
concerned, The first may be termed the traffic factor. It 
embraces every element in total public demand for the 
varied services which banks and insurance offices provide, 
together with all conditions governing the cost of providing 
them. The second variable may be called the working capital 
factor. Both kinds of institutions have this in common— 
their share capital represents only a very small proportion 
of the total resources they employ, the remainder being pro- 
vided by the premiums of policyholders in the case of insur- 
ance companies and, ultimately in the case of the banks, by 
the effect of public financial policy in determining the 
dimensions of the national credit basis. The third factor is 
Compound interest. Insurance companies and banks, to 
whom the maintenance of an exceptionally high credit status 
8 vital, habitually set aside large reserves out of gross earn- 
ings which, under one heading or another, are absorbed into 
their businesses and have probably been, in the past, the 


Most important element in the long-term expansion of their 
Profits, 


“ 


Now, as a broad generalisation, it may be said that, in the 
last decade before the war, “ traffic” was tending to increase 
with the insurance companies and to be more stagnant (or 
even, On a smoothed-out average, slightly to decline) with 
the banks. ‘“ Working capital,’ on the other hand, un- 
doubtedly had an upward trend. This tendency was due, in 
the case of the insurance companies, to increasing industrial 
activity, higher real wages and rising general prosperity. 
So far as the banks were concerned, there was a fairly per- 
sistent tendency for the credit base to broaden after the 
departure of the £ from the gold standard in 1931. Mean- 
while the process of reserve accumulation went on uninter- 
ruptedly; for all banking and insurance institutions fully 
maintained their old-established conservative traditions. On 
the whole, however, the period, judged by its results, was 
more truly “ progressive” for the insurance companies than 
for the banks. For the former all three sets of conditions 
were, on balance, favourable; whereas, for the latter, the 
second and third factors were favourable but the first was 
much less so, The banks, in fact, were driven by circum- 
stances beyond their own control to employ an increased 
proportion, absolutely and relatively, of their total working 
resources in some of the less remunerative forms of traffic 
—the purchase of investments and Treasury bills—and a 
lower proportion in the more remunerative form of advances 
to customers. The banks were tending also, like the rail- 
ways, to lose some of their higher grade traffic to competitors 
in a period when money was cheap,and plentiful, and many 
of the larger industrial units were tending increasingly to 
become self-financing or to sell their gilt-edged security 
holdings, via the market, to the banks instead of pledging 
them as collateral for loans. But the banks, unlike the rail- 
ways, had increasing working capital at their disposal, in 
an era of credit expansion. And a ready demand for their 
surplus resources came from the Government itself, though 
at rates which were doubtless not over-remunerative. 

To what extent has the war changed this background? 
‘The metamorphosis, broadly, has been from a period during 
which the outlook as a whole was favourable, but more so 
for the insurance companies than for the banks, to one in 
which conditions are appreciably more difficult, but rather 
less so for the banks than for the insurance companies. War 
necessarily increases the risks inherent in all classes of busi- 
ness. And although the insurance companies can endeavour 
partially to meet the new situation by refusing to underwrite 
certain war risks at all, in the absence of Government sup- 
port, and by quoting increased premiums for other risks, 
the process of adjustment must in the nature of things be 
incomplete. In the life branch, for example, mortality ex- 
perience must clearly be less favourable in wartime. And in 
other branches a rapid change-over in industry from peace- 
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time to wartime production, with increased emphasis on 
rapidity of output, longer working hours, and increased 
strain on plant and machinery, are hardly conducive to a 
normal claims experience. Further, the war has closed vir- 
tually every important market on the Continent of Europe 
for British insurance business, and losses in premium 
income will not be fully counterbalanced by reduced 
need to seek reinsurance facilities in certain European 
countries. 

The Government’s determination to finance its war ex- 
penditure at relatively low interest rates is a matter which 
closely affects both banks and insurance companies. It was 
recently pointed out in The Economist that a gross rate of 
3 per cent. on new investments represented a net rate to the 
offices of only 2.2 per cent. with tax at 7s. 6d. in the £, and 
would represent only 1.9 per cent. if the tax were raised to 
10s. in the £. This sharp reduction in the net rate of interest 
earnings for insurance offices was recognised in the recent 
Budget; for tax on the income of life funds is to be stabilised 
at 7s. 6d. and not increased to 8s. 6d. Although the insurance 
companies have a wider scope for investment of their re- 
sources than the banks, alternative outlets are, in fact, re- 
stricted (particularly in the equity share market, despite the 
tempting yields obtainable on many industrial shares at 
present). And the obligation on all financial institutions to 
subscribe handsomely—and repeatedly—to wartime Govern- 
ment loans is inescapable. The banks, much more than the 
insurance companies, have the compensatory advantage that 
expansionist war finance means a progressive increase in 
earning assets, though the rate obtained on much of the 
increase may be relatively low. The background of war as a 
whole is less inimical to the entire conception of banking 
than of insurance. 

Present war conditions, of course, are not a complete guide 
to the position of bank and insurance shares after the war. 
The post-war experience of insurance and banking institu- 
tions from 1919 onwards was an encouraging story of rapid 
recovery, but underlying conditions are widely different in 
this war, Banking profits grew continuously in the 1914-18 
period, and after 1918 profits, dividends and allocations to 
investment reserves bounded ahead. Insurance offices also 
made a quick recovery after the last war. By 1920, the offices 
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were already enjoying the benefits of a mortality experience 
substantially more favourable than that assumed in their 
actuarial tables. The main problem for the life offices between 
1914 and 1918 was not the payment of war mortality claims, 
nor the depletion of interest earnings by war taxation— 
actually rising interest rates and taxation kept roughly in 
step. The offices’ chief concern was the heavy depreciation on 
their investments. If the authorities maintain full control 
over the gilt-edged market, investment depreciation should be 
far less serious at the end of the present war than in 1918 
But this escape from capital losses involves the corollary 
that interest earnings are kept at a low level, while income 
tax at the stabilised rate of 7s. 6d. far exceeds the highest 
levels of the last war. Thus, compared with the last war, the 
life offices have reversed a situation in which they then earned 
a reasonable net investment income at the expense of capital 
security. Moreover, they may have to meet heavy wartime 
mortality, without any necessary assurance that mortality 
after the war will show the same superiority over actuarial 
expectations as in 1919 and onwards. And although the 
offices are wise to curb new business at present, their policy 
means that fewer healthy lives are being caught young. 7 

Insurance shareholders, therefore, could hardly be blamed 
for some feeling of doubt whether insurance business could 
stage two spectacular post-war recoveries within a generation. 
At least their main problems at present are different in 
emphasis from the leading problems which confronted them 
in the last war, and the post-1918 solutions might not be 
applicable at the end of the present war. As for the war 
period itseif, the conclusion would seem to be that “ traffic 
conditions ” may be easier in wartime for banking than for 
insurance concerns, but the “ reserve factor ”’ is likely to loom 
large in the policy of representative managements in both 
classes of enterprise. Both, of course, have immensely strong 
resources to weather any storm. On the whole, in the absence 
of totally unforeseeable contingencies, bank dividends may 
conceivably be maintained or only slightly reduced. But 
shareholders in insurance companies might do well to recon- 
cile themselves to the need for taking their due part, in 
company with those who pay insurance premiums and hold 
policies, in bearing the financial burdens necessitated by 
adjustment to war conditions. 


Finance and Banking 


Bank Cash Expanding 


The position in the short-loan market has been easing 
steadily during the past week. The Bank return shows that 
on Wednesday bankers’ deposits had risen to the exception- 
ally “comfortable” level of £114,091,000, an increase of 
£7,828,000 on the week. The main factors in this expansion 
of bank cash were net transfers from public and “ Other ” 
accounts of £3,697,000 and £3,438,000 respectively. The re- 
duction in public deposits reflects the rapid increase in 
expenditure indicated by the last Exchequer returns and the 
continued abstention of the Treasury from direct borrowing 
from the banks on six months’ deposits. This week has again 
been devoid of such deposits, but, in view of the latest figures 
of bank cash and of public deposits, it is evident that the 
need for renewed recourse to this form of borrowing will 
soon arise and will readily be satisfied. The transfer of re- 
sources from “ Other” accounts to bankers’ deposits is a 
more interesting development. The level of these “ Other ” 
accounts fluctuated for some years before the war between 
£34 millions and £39 millions. Soon after the outbreak of the 
war they began to climb and by last week had reached a 
peak of £52,271,000. One factor in this expansion has prob- 
ably been the accumulation of sterling balances on French 
official account arising out of the working of the now defunct 
Anglo-French monetary agreement. These balances are to 
some extent being applied to the settlement of commercial 
debts incurred by the French purchasing commissions and 
the reduction during the past week of the total of these 
“Other” accounts by £3,697,000 may in part reflect this 
process. 

* 


The week has seen the active note circulation climb by 
£4,131,000 to the new high record of £613,671,000. As an 
influence on the credit position, however, this movement has 
been almost exactly neutralised by an increase in the Bank’s 
holding of Government securities. The further rise in the 
circulation must in large part be regarded as seasonal, despite 


the cancellation of the August Bank holiday. The past week's 
increase in the circulation has reduced the reserve of unissued 
notes to £17,432,000 and the reserve ratio to 9.5 per cent. If 
the basic trend in the note circulation remains upward a 
further adjustment in the fiduciary issue will be required 
before the end of the year. 


* * * 


Refugees and Exchange Control 


The problem of applying the exchange control regula- 
tions to refugees arriving in this country from areas now 
occupied by the enemy has recently been clarified, and the 
relevant instructions have been circulated to banks in the 
United Kingdom. As soon as such refugees reach this 
country, they will be regarded as residents from the point of 
view of the Defence (Finance) Regulations. They will, there- 
fore, be compelled to offer their holdings of “ specified cur- 
rencies”” and gold to the Treasury, to register their foreign 
securities with the Bank of England and to refrain from deal- 
ings in foreign exchange except with authorised banks. The 
sale of such refugee gold and specified currencies will not be 
effected immediately. The assets in question will remain 
blocked with a United Kingdom bank for six months and 
be liberated only in order to cover the living expenses of the 
owners. As the end of six months, however, the sale to the 
Treasury will be completed, If the refugees subsequently leave 
this country to take up permanent residence outside the 
sterling area, they may expect the Treasury to resell to them 
the specified currencies or the equivalent of any vested 
securities which may have been sold by them to the Treasury. 
The sterling balances of refugees will immediately be re- 
garded as held on “resident” account. If they leave the 
country subsequently they cannot expect that such sterling 
will be available for conversion into foreign currency, nor 
that they will be able to sell any sterling securities held by 
them. 
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Baltic Currencies Disappear 


Following the incorporation of the three Baltic 
countries, Latvia, Lithuania, and Estonia, in the U.S.S.R., 
all dealings in their currencies have been stopped and the 
quotations removed from the list. These rates had been 
wholly nominal for some time past. The trend of political 
developments in those countries had arrested the flow of 
commercial and financial transactions between them and the 
sterling area. An even more effective barrier to exchange 
operations with them lay in the reciprocal embargoes on 
balances and other assets operating between them and this 
country. The British Treasury’s blocking of these Baltic 
assets in London had coincided with similar counter- 
measures in the centres concerned. For the time being, there- 
fore, the machinery for effecting payments between these 
three countries and the sterling area is frozen. It will be one 
of the subsidiary tasks of the Anglo-Soviet trade discus- 
sions, now under way in Moscow, to set that machinery in 
motion once more. 


* * w 


Chinese Dollar Rate 


Some confusion has been created in the market for 
Chinese dollars during the past week by reports from Chung- 
king that the exchange rate of the local currency had been 
fixed at 44d. As the market rate for the Chungking dollar at 
the time was 34d., this announcement was at first taken to 
indicate an attempt by the Chinese authorities, and the 
Stabilisation Fund with which they work, to force the rate 
up to this prescribed level. The course of events in the 
market, however, soon belied this interpretation. The com- 
mercial turnover in the currency ceased and remained in 
abeyance until the intentions of the Government were clear, 
but there was no evidence either in Shanghai or Hong Kong 
—the two principal markets for the Chinese dollar—of any 
official supporting operations designed to lift the rate up to 
the 44d. figure. After momentary hesitation, exchange opera- 
tions began again, but these were at a rate of around 33d., 
the further slight sagging measuring the disappointment of 
hopes of a higher rate engendered by the official announce- 
ment. It has since been ascertained that the official exchange 
rate of 44d. is to be used by the Chungking authorities for 
book-keeping purposes only, rather in the manner of the 
Official rate of 1s. 24d., which is so used in Shanghai. The 
open market rate for Chungking dollars has now reverted 
to its former level of 3%d., where it appears to have found 
a temporary level of equilibrium. The experience of Far 
Eastern banks suggests that at this level the Chinese dollar 
has not needed support from the Chinese Exchange Fund. 
The Fund continues to control the rate, but in the course of 
its recent controlling operations in the market it has prob- 
ably been able to add to its foreign exchange resources. 


* * * 


Silver at 234d. Again 


The past week has proved of some interest in the silver 
market where the spot price of the metal has risen by 
lf,d. to 234d., the point at which the Indian Government 
is prepared to sell from its London reserves. Such official 
sales were in fact required on Wednesday to prevent the 
Price from rising beyond this level. The atmosphere in the 
silver market has favoured a rising trend of prices. The ex- 
tension of the war to the shores of the Indian Ocean has 
inevitably impressed itself on Indian opinion and has accen- 
tuated an already marked tendency to hoard silver, This 
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movement has also received temporary encouragement from 
the decision to lower the silver content of the 8-anna piece. 
But the principal specific influence in the London market 
has been the persistent presence of some coinage orders 
for silver, the coins in question being in all probability des- 
tined for the Near East. The size of this demand for silver 
has been modest when measured in absolute terms, but in a 
market denuded of supplies its influence on prices has been 
disproportionately severe. The shortage of spot supplies of 
silver has been emphasised by the delayed arrival of metal 
on its way to this country from the Empire, and this helps 
to account for the further widening in the backwardation, 
the premium on spot having increased this week to 44d., 
equivalent to an interest rate of over 17 per cent. per annum. 
In the circumstances it is not surprising that certain swap 
operations should in fact be running in the market, earning 
the very remunerative return which has recently been avail- 
able. There have been considerable arrivals of metal from 
the Far East, but these represent special transactions and 
have no influence whatever on the market. For the time 
being, the readiness of the Indian Government to sell from 
its London stocks at 234d. provides the equilibrating factor 
in the market. 


* 


It must not be automatically assumed that such readiness 
can always be relied upon. The rate at which Indian Govern- 
ment reserves of silver both in India and in London have 
been depleted is a warning of possible diffidence in the atti- 
tude of this particular seller. India’s remaining reserves are 
ample, but the risk of their continued depletion must be 
kept in mind, especially as they can only be reconstituted 
on a substantial scale by the expenditure of U.S. dollars. It 
may well be, therefore, that further Indian Government 
sales of silver at the price of 234d. will be made subject to 
certain conditions regarding the character of the demand. 
The recent silver news from its most vital front, the United 
States, is utterly colourless. The Townsend Bill has for the 
time being been submerged by other Congressional concerns. 
It may suddenly take the stage again; but it seems more 
likely that the pressure of developments in external policy, 
and the Presidential elections looming ahead, will keep the 
Bill dormant for some time to come. 


* * * 


Hungarian Standstill Renewed 


Owing to war conditions, it has been physically impos- 
sible to arrange the meetings between representatives of the 
foreign creditors of Hungary and the Hungarian authorities, 
which in normal circumstances would have been called to 
discuss the renewal of the three-year agreements made by 
Hungary in 1937 with her foreign creditors. In these cir- 
cumstances an extension of the existing arrangements for 
three months was suggested by the creditors, and has been 
accepted by Hungary. The Standstill agreement has been 
renewed without material change to October 15 and the 
Hungarien Sterling Treasury Bill agreement to November 
14, 1940. Before those dates further negotiations are to take 
place on the conditions of the short-term debt service. As 
Hungary is inevitably getting short of foreign exchange— 
other than Reichsmarks—the British, American and Swiss 
banking creditors will probably be asked for further conces- 
sions in three months’ time. The new Standstill agreement 
was signed on behalf of the British, American and Swiss 
Banking Committees. Prior to the armistice of Compiégne 
the French banks had also expressed their agreement in 
principle to a three months’ renewal of these debts. 


Investment 


Restraints on the Market 
The recovery in morale, which carried industrial ordi- 
nary shares from 38.9 (as measured by the Actuaries’ Index, 
based on December 31, 1928) to 42.7 between the end of 
June and the end of July, has since been checked. Partly 
this is due to the advance publicity which has been given 
to the prospects of invasion, but more, in all probability, 
to the military fact of the Italian attack on British Somali- 
d. This fact has brought home to the investor the in- 
creased military difficulty which we now face as a result 
of the defection of France. Price movements, however, mean 
ttle in these days. For the past two or three weeks, the 
Volume of business has been declining, and the substantial 





recovery in gilt-edged (which continued until the beginning 
of this week) has been achieved with a limited turnover. In 
other sections, there is barely sufficient business to keep a 
market going, and brokers find it scarcely less difficult to 
buy than to sell, owing to the very reasonable reluctance of 
dealers to take stock on their books, The accompanying 
extracts from the Actuaries’ Index (given in the table over- 
leaf) measure the comparative movements of gilt-edged, fixed 
interest and equity securities during the past five months. 
Old Consols have recovered to the end-May level, but in 
every other section the casualties are considerable. The 
best industrial debentures now offer more than 44 per cent., 
and industrial preference shares 54 per cent. These are the 
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only dependable yield bases now available for .investment 
guidance. Among equities, despite the reduction in two- 
figure yields caused by the July recovery, returns are still 
a compound of war fears, air damage, industrial adaptation 


ACTUARIES’ INDEX MOVEMENTS 





. July Aug. March April May June July 
Group (and No. of 25, 29, 26, 30, 28, 25, 30, 
Securities) 1939 1939 1940 1940 | 1940 | 1940 1940 


Prices (Dec. 31, 1928 = 100) 
Fixed Interest 


215% Consols ..........++... 118-0 113°9 128-9 2 129-3 126:°2 129-1 
Industrial deb. (44) ......... 109-4 ,104°5 111-2 111-4 109-0 103-7 103-4 
Industrial pref. (101) ...... 93-2 87:7! 97-3 97-1 92-9 | 82:3 82-4 
Ordinary Shares 
Aircraft mfg. (5) .........++- 72:4 64:4 57-4 55:9 43:4) 28-4 34:5 
Building materials (6) 64:2 58:9 49-0 49-2 43-1 | 33-7 40°5 
Gas (B) ..ccccccccccscccccecces 97-1 | 93-1 82-4) 82:1 74-9 | 67°8 65-0 
Iron and steel (18) ........- 55:0 | 52°3 | 55-8 54°7 44:2) 31°6 38:7 
Home rails (4) .........+.+++. 45-0 38°4 | 59-9 | 56:9 34-1, 25:9 31:0 
Breweries & distilleries (20) |116°5 110°6 103-4 101°9 91-3 | 72:3 83°8 
Miscellaneous (20) ......... 60:7  59°4 59-9 58-1 51-2) 40°8 45:0 
Yields % Smears) aula 
Fixed Interest 
a 3-78 3:92 3-46 3°37 3-45 | 3-53 3°46 
Industrial deb. ............... 4°34 4°54 4-26 4°25 4°35 4°58 4°59 
Industrial pref................ 4°69 4°95 4-64 4°66 4°87 5°52 5:49 
Ordinary Shares 
— 9-74 11-03 10-48 10:73 13-81 21-21 17°19 
Building materials ......... 7-68 8:16 | 7°35. 9°39 (10°80 11°63 9°45 
ST) cheeteeeninnapanengpoenees 6°14 , 6°25 5°79 5:75 | 6°34) 7:09 6°64 
Iron and steel ............... 6°68 | 7:02 | 6°65 6°72 8:14 11:14 9°04 
Home rails ............20000- 0-36 0°44 5:0 5-21 8-68 |11-64 10°44 
Breweries and distilleries... 5-60 5°87 6°23 6°30 7°05 | 8°76 7:42 
Miscellaneous ..............+ 4°88 4-97 4°86 5°20 5:99 | 8-15 7:10 


to war conditions, 100 per cent. E.P.T., prospects of in- 
creased income tax, and the disposition of directors, having 
faced these charges, to cover further costs by increased 
reserve provisions. The equity holder’s main hope at present 
is the anti-social hope of inflation; in this expectation he is 
being powerfully assisted by the absence of adequate financial 
policy. 


* * * 


Are Voluntary Savings Sufficient ? 


Sir Kingsley Wood told the House of Commons on 
Tuesday that he had never attempted to disguise the magni- 
tude of the gap between revenue and expenditure. He re- 
peated his excellent Budget precepts that the gap must be 
filled by new taxation or new savings if inflation is to be 
avoided; he recognised that production planning must go 
hand in hand with financial measures; and he emphasised 
the vital importance of a larger savings effort. These exhorta- 
tions are unexceptionable. But it is achievement, and not 
wise words or the passive contemplation of our economic 
resources, which is required. The existing Budget gap of 
£2,107 millions is certain to be increased long before the end 
of the financial year is in sight, and not enough is being 
saved at present from current incomes to avoid a serious 
depletion of our free capital reserves. The savings total has 
reached an impressive absolute figure of £758 millions for 
the first 36 weeks since last November, and subscriptions 
to the 24 per cent. National War Bonds since the lists 
opened on June 25th now amount to £144.4 millions. There 
are plain indications, however, from the recent trend of the 
figures, that much better results are required. To stress 
that fact is not to belittle the importance of the work which 
the National Savings Committee is doing. But the figures 
speak for themselves :— 


(£7000s) 
Savings 3% Defence 24°, National 
Week to Certs. Bonds War Bonds 
MT Ge ssésecessobenss 4,728 6,849 61,000 
Ss centeieiiens 5,364 10,635 30,469 
a 4,085 6,355 18,187 
ae: ssssabhanseudss 3,718 5,195 11,850 
i. ae adipsebesnianns 3,266 3,889 10,424 
PS cicaccneseeinss N.A. N.A. 12,485 


The specially large subscriptions to the National War Bonds 


when the list opened, assisted by the repayment of some 
£100 millions of dissented 44 per cent. Conversion stock on 
July 1st, have not been maintained, and it is evident that 


3 per cent. Defence Bonds have also lost the impetus from 
that repayment. The small savers’ contribution appears to be 


settling down to a weekly total appreciably below £10 
millions, and the large savers’ subscriptions to 24 per cent. 


National War Bonds to little more than that figure. For the 


latter issue, admittedly, the exaction of 100 per cent. E.P.T. 
and uncertainty regarding further tax increases may be 
preventing a ready response in some cases. After the first 
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burst of enthusiasm, tap issues invariably show a dwind]j 
response which is difficult to correct. But the mere Swelling 
of the figures by the exchange of idle bank deposits or free 
company reserves does nothing to assist the war effort, nor to 
reduce the risk of inflation. The test is whether we ar 
Saving enough from current income to offset the increasing 
stream of Government expenditure—not whether we Change 
the form in which past savings are held. And on the basis 
of the recent figures, voluntary savings of the order of £1,000 
millions a year are certainly insufficient. 


* * * 


Arbitrary Mobilisation of Dollar Stocks 

Three weeks ago it was disclosed officially that dollar 
securities held by bankers on behalf of their clients had been 
siently gathered in by the authorities, and shipped to 
Canada. It has now become known, though not officially, 
that a similar procedure has been adopted for currency securi- 
ties held by brokers on behalf of their clients. With dubious 
legality, the authorities have ordered bankers and brokers, 
whose relations with their clients are of a special fiduciary 
character, to surrender securities without the knowledge of 
their owners. There can, of course, be no objection to the 
requisitioning of stocks by the due process of Treasury 
Order. But there are serious objections, in principle, to the 
substitution of this process of law by a technique of official 
housebreaking. It may have been possible to extenuate com- 
pelling the banks to hand over their clients’ dollar stocks, 
on the ground that invasion might be imminent and that 
safe transfer to Canada came before all other considerations, 
If so, why allow a fortnight’s interval to elapse before apply- 
ing the same illegal process to brokers? And why allow any 
private investor who holds such securities in his own safe 
keeping to retain them? In the latest case, the objections 
to a high-handed order emanating from the Treasury, and 
addressed to brokers through the Share and Loan Depart. 
ment, to hand over securities without a requisitioning order 
appear far to outweigh the disadvantage of publishing th 
news of a more legal form of mobilisation. Moreover, brokers 
have been put in an invidious position towards their clients, 
in which dictum meum pactum loses its vital meaning. A 
vast amount of additional work has been placed on their 
shoulders, in compiling lists of the securities affected. Some 
of these, though technically “S. 1. B.” stocks, have no 
market outside this country and are included among 
currency stocks owing to the existence of formal options 
of payment in other centres. Dealings in such stocks 
Japan 5 per cent. 1907 have always been largely confined to 
London; now no dealings are possible even here. Doubtless 
such decisions are necessary to prevent avoidance of the 
exchange control. But there can be no excuse, other than 
that of administrative laziness, for failing to provide a market 
in such stocks, and in all currency stocks, as between British 
residents. Since June 17th, dealings in restricted stocks have 
been prohibited. The reason, plainly, was to obtain posses 
sion of such securities from bankers and brokers. But these 
securities have not yet been requisitioned; their holders will 
be given a receipt of title; and there is no valid technical 
reason why a market in such receipts of title should not bk 
organised. It is unfair that particular investors should be 
unable to realise their assets in this country. It is also harmful 
to the Stock Exchange, whose earnings of commission assist, 
in some measure, our invisible exports. These are sufficient 
reasons for criticising the action of the authorities, without 
troubling to examine its legal justification. 


* * * 


Wasting Assets and E.P.T. 

In June, a clause was introduced—and as hastily with 
drawn—on the third reading of the Finance Bill, providing 
for higher E.P.T. allowances for extractive industries, such 
as mines and oil wells. The clause permitted an increase 0! 
up to 4 per cent. in the substitute (capital) standard of such 
companies, if their profits in the standard period were unduly 
low. This adjusted substitute standard was intended to cove 
the special wastage of capital assets as a result of inc 
wartime production, but it met with considerable opposition 
from the Labour benches. The new clause in the Finane 
(No. 2) Bill is more carefully drafted. The Board of Referets 
may increase the substitute standard by an amount not & 
ceeding 4 per cent., but only to the extent which they deem 
necessary to allow for the exhaustion of the natural sourt 
of minerals or oil at a greater rate than the exhaustion 
capital expenditure in other trades. The Board of Referet 
will consider applications for this special relief only fro® 
“any class of trades or businesses ” in the extractive indu* 
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tries, though these trades may be sub-divided according to 
their technical features or on a geographical basis. Since 
most of the opposition to the withdrawn clause was centred 
on the supposed benefits of the revised standard for the coal 
jndustry, it will be important to know on what basis the 
Board of Referees may consent to sub-division. If the coal 
jndustry has to make an application as a whole, it might have 
difficulty in persuading the Board that its reserves were being 
consumed more rapidly than the capital expenditure of other 
businesses, for the general rule applied under E.P.D. pro- 
vided that any asset with a potential life of 50 years or more 
was to be regarded as a perpetuity. A large section of the 
coal industry would not, therefore, be entitled to any relief, 
though a minority of companies would benefit from the 
clause. The difficulty is that any special relief given to the 
coal industry at large (though, in fact, it might be applic- 
able to a small number of special cases) might attract the 
same unfavourable comment as the withdrawn clause. Inves- 
tors will note that the relief, in any event, can only apply 
to companies which would adopt the substitute standard, 
owing to their unduly low profits in the standard period. 
The following table is offered as a rough guide to these possi- 
bilities for mining companies operating in this country, 
though it will be realised that ordinary capital and 
equity earnings are not the determining factors for E.P.T. 


purposes : — 


Ordinary Share 
Earnings, Years 
ending in 


Ordinary Share 
Earnings, Years 
ending in 


1935 | 1936 | 1937 1935 | 1936 | 1937 


Profits STANDARD % | SUBSTITUTE 

Coal Companies— STANDARD 

BOVOL sc cescces 15:7 19-3 24:3 |Coal Companies— 

Butterley ......... | 4°3¢) 7°:7¢10-9t)| Amal. Anthracite Nil | Nil | Nil 

Glass Houghton Nil | 8-6 18-0 || Carlton Main ... | 3:5 | 5°41) 5°4 

Hilton Main ...... 15°8* 26:3 19-3 Manchester Coll. 2:9 | 4:3 | 5°8 

New Hucknall ... | 6°8 | 9:8 | 9:3 || Ocean Coal and 

ON Pe 12-4¢,15-7t 22:4+ Wilson’s...... Nil | 2:0 | 3-6 
Chislet Coll. ...... Nil | 1-:2t 1-9 

Base Metals— Base Metals— 

South Crofty... . | 6°3 \24-9 East Pool & Agar Nil | Nil | Nil 

Weardale Lead... 4°3 | 5-4 13:1 Wheal Reeth... Nil | Nil Nil 


* Computed annual rate. t Tax free. 

The relief, if any, which any class of businesses in this list 
may obtain from the Board of Referees will, of course, only 
be determined after special hearings. It does not follow that 
the general relief granted to a class would fully provide for 
the exhaustion of the deposits of a mine with a life of only 
a few years. 


* * * 


Bearer Securities in Enemy Hands 


After the lapse of nearly two months, the first list of 
the numbers of bearer securities which are believed to be 
under enemy control has been prepared by the Bank of Eng- 
land and published by the Share and Loan Department. The 
list is extremely lengthy, though it contains no more than 
twenty-five securities, including one—East Anglian Real 
Property—which is not recorded in the Stock Exchange 
Official Year Book. Omission from the list is not a guarantee 
of immunity from enemy taint, on the absence of which the 
selling broker is still required to satisfy himself. 


* * * 


Payment and Expropriation 


It is easy to distinguish a doubtful debtor from one who 
makes a reasonable effort to pay. Hungary falls into the latter 
category. The extension of the Standstill agreement for a 
period of three months (described on page 191) is part of a 
larger scheme of postponement necessitated by difficulties of 
communication and dwindling foreign exchange resources. 
Under the 1937 agreement Hungary made a permanent settle- 
ment for the service of the League Loan of 1924, and resumed 
Payment at an agreed rate on her other obligations, subject 
to the proviso that her export trade would not appreciably 
diminish. These agreed payments have been promptly met 
during the past three years. But, as a result of present export 

culties, Hungary’s free foreign exchange resources have 
deteriorated. A renewal offer has been made on behalf of the 
Ungarian authorities for the interest service on certain 
ungarian loans governed by the 1937 scheme, which expired 
on July 31st, covering a period of at least three months. 
Negotiations regarding the future service of these loans will 
Place concurrently with negotiations regarding the short- 
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term debt. Hungary’s attitude is in sharp contrast to that of 
Brazil, which specialises in unilaterally arranged debt schemes. 
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Brazilian bonds have recently improved on the commodity 
financing scheme discussed at the Havana conference. But 
the market appears to have turned a blind eye to the latest 


arbitrary act of the Brazilian Government in nationalising 


the Brazilian assets of the Brazilian Railway Company. The 
decree provides for the taking of inventories, after which the 
Minister of Finance is authorised to negotiate “ amicable 
liquidation of amounts recognised as legally payable.” Such 
arbitrary treatment of foreign rights does not enhance the 
Brazilian Government’s already weakened credit. 


Company Notes 


Watney, Combe Reid Report 

The rise in Watney, Combe Reid’s trading profits pro- 
vides another indication of generally favourable brewery 
earnings last year. Trading profit, at £2,067,034, against 
£1,961,155, reached the highest level since 1930-31. Although 
income from rents and dividends, at £482,256, showed a 
further fall, total income amounted to £2,549,290 and ex- 
ceeded the level of the two previous years. Net equity earn- 
ings, at £843,771, are, however, £49,761 lower than in the 
previous year, and the directors have decided to reduce the 
cash bonus by 1 per cent., making the total distribution 17, 
against 18 per cent. The company’s current expenses showed 
a substantial increase from £825,712 to £947,211, which was 
not compensated by the fall in fees and repairs. The rate of 
earnings, at 32.2 against 31.9 per cent., is, however, slightly 
higher. After placing £360,000 to property improvement 
reserve (against £325,000) the carry-forward shows a slight 
rise. The accompanying table analyses the company’s profits 
over the past three years: — 


Years to June 30, 


1938 1939 1940 
; a: £ £ 

“ROO RIIOE. sisancciecicdcccas 1,978,985 1,961,155 2,067,034 
Rents, dividends, etc..........00 535,963 530,258 482,256 
OMNI ddivdeesshvecdecncians 2,514,948 2,491,413 2,549,290 
Trade and office expenses, etc. 799,188 825,712 947,211 
Fees, licence duties and deposit 

EY ocaictenincncussitnesscnts 75,246 77,100 75,282 
Repairs and depreciation ...... 291,756 238,095 230,617 
Debenture interest ............... 249,875 245,310 240,746 
Pref. and pref. ord. dividends... 211,663 211,663 211,663 


Deferred ordinary stock :— 


io a ca ueih emtiaaied 887,219 893,532 843,771 
WN didi sviapcubauteccstesorcess 573,374 573,374 541,520 
PR os Sesavcaccenaceseccdes 31-6 31-9 32-2 
UT vc cancckcdvcesdesanndce 18 18 17 
To property improvement reserve 325,000 325,000 300,000 


Carried forward ........cccccccess 314,430 309,588 311,838 


+ Including a cash bonus of 3 per cent. in 1938 and 1939 and 
of 2 per cent. in 1940. 


Movements in the balance sheet indicate that the company 
has taken steps to prepare for war contingencies. “ Agencies 
and stores” have risen from £301,600 to £412,505, while 
stocks of beer and malt, etc., are £263,319 higher at £649,503. 
Cash holdings are also higher at £361,897, against £230,798. 
On the liabilities side, the only notable change is a rise in 
creditors from £1,177,482 to £1,400,049. The general reserve 
remains at £1,000,000. It would be optimistic to expect that 
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the company will be able to maintain last year’s level of earn- 
ings against higher direct taxation and rising costs, plus the 
effect of higher beer duty on consumption, and the decision 
to reduce the ordinary dividend was undoubtedly wise. The 
company, however, is in a strong position to meet more 
adverse conditions. The £1 deferred ordinary shares, at 
44s. 9d. ex dividend, offer the relatively generous yield of 
£7 12s. per cent. 


* * * 


Tootal Broadhurst Lee 


The 1939-40 profits of this specialist in branded cotton 
goods are very satisfactory. After allowing for general 
charges, fees and depreciation, the trading profit of Tootal 
Broadhurst Lee shows a further increase for the year to June 
30, 1940, to £304,429, against £290,256 in the previous year 
and £257,301 in 1937-38. Taxation provision has been raised 
from £95,000 to £145,000, and consequently equity earnings 
are £33,421 lower at £145,237, representing a rate of 16.9 per 
cent. The company is maintaining the 10 per cent, dividend 
plus 24 per cent. cash bonus, which has been paid since 
1936-37. The allocation to reserve is raised from £60,000 to 
£65,000, but the carry-forward, at £99,634, shows a slight 
fall. The company’s profits for: the last three years are 
analysed below : — 


Years to June 30, 


1938 1939 1940 

i . £ 
IED obecniancsesens 257,301 290,256 304,429 
ST ee age oot 85,000 95,000 145,000 
Ee econ ecibsienss 1,978 2,098 2,192 
Preference dividend ......... 14,750 14,500 12,000 
Ordinary and employees’ 

shares :-— 

TS SETS One 155,573 178,658 145,237 

SE eb hectic uesénceiesss 78,648 79,587 63,668 

SS & ae 16-4 18-7 16°9 

is csneneuenes 124 12} 124 

SUE TAD «oc ccnasesecccss 40,000 40,000 40,000 
Pre 25,000 60,000 65,000 
Carried forward ............... 123,994 123,065 99,634 


+ After deducting general charges, fees, depreciation, etc. 
+ After allowing for employees’ rights under bonus scheme. 
* Including 24 per cent. cash bonus. 


Increased activity is reflected in the rise in stocks from 
£981,125 to £1,174,775, and cash holdings have advanced from 
£455,595 to £644,293. “ Other investments,” however, have 
fallen strikingly from £204,700 to £4,935. On the other side 
of the balance sheet, creditors at £971,909 are up by £193,269. 
The company has emerged from its first war year with a 
strong capital position and increased income. In view of the 
cuts in production for the home market and of the incidence 
of the purchase tax, Tootal Broadhurst Lee have a particular 
advantage in their American subsidiary, for markets in the 
New World may offer better prospects for textile com- 
panies during the current year. The company’s £1 ordinary 
shares at 41s. 103d. yield £5 19s. 5d. per cent. 


* * * 


Furness Withy’s Higher Profits 


In a year which includes eight months of war, the 
Furness Withy report for the twelve months to April 30, 
1940, shows a remarkable increase in profit, after taxation, 
from £505,121 to £618,651. In part, this may be due to the 
inclusion of dividends from subsidiaries in respect of earlier 
trading periods. Revenue is only £2,030 lower than the 
level of 1937-38, which set up the record for the past decade. 
In addition to placing £300,000 to depreciation, as in the 
previous year, the company has allocated £100,000 to fleet 
replacement account. Thus, equity earnings at £173,651, 
against £150,746 are just sufficient to cover the increase in 
the dividend from 4 to 5 per cent, which absorbs £172,500. 
Since the outbreak of war, all vessels have been requisitioned 
by the Government. The balance sheet shows little change. 
Reserves stand, as before, at £1,500,000, Creditors have risen 
substantially from {1,838,975 to £2,079,821, as have 
“debtors, including current accounts of vessels,” from 
£912,714 to £1,338,716. In the absence of a consolidated 
statement, however, it is impossible to interpret these changes 
with any accuracy. Meanwhile, the directors have recognised 
the post-war problem of fleet replacement by the special 
provision. The shipping agreement published this week will 
provide an adequate income during the war period, though 
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it does not face up to post-war problems. The yield of 
£6 19s. 2d. per cent. on the £1 ordinary stock at 14s. 44d, js 
not unduly high in these circumstances. 


* * * 


Outlook for Cotton Companies 


Relatively favourable conditions have prevailed for textile 
companies during the past year. In certain cases, among 
which Crosses and Winkworth and Tootal Broadhurst Le 
are outstanding examples, earnings (supported by a consider. 
able increase in Government contracts) have been highly satis. 
factory. The prospects of the industry in the immediate 
future are, however, less encouraging. From October 1st 
deliveries to domestic retailers are to be curtailed to 25 per 
cent., as against the existing 75 per cent., of the pre-war level, 
though it is conceivable that the Order may be modified, 
Moreover, a decline in civilian consumption is at present 
causing retailers’ stocks to accumulate. The Order was partly 
designed to free capacity for the supply of the French market, 
thought to be cut off from the Lille textile district, but in 
view of the total disappearance, in recent weeks, of export 
markets in Italy, France and the rest of the Continent, the 
industry is faced with the prospect of short time. Since 
it is estimated that not more than one-seventh of total 
capacity is at present occupied on Government contracts, 
the 48-hour week and annual holidays have been re 
introduced. Clearly, the best hope for textile companies lies 
in the exploitation of such overseas markets as remain, in 
particular the Empire, South America and in the United 
States. In South America, the general fall in purchasing 
power and the diversion of South American exports to the 
United States may handicap the prospects of fruitful trade. 
In the Argentine, the United States has made considerable 
progress in sales of the coarser counts of cotton yarns since 
the outbreak of war, European competition has, however, 
almost completely disappeared and imports from Japan are 
restricted. Meanwhile, British Overseas Cotton, Limited, a 
private company with a nominal capital of £100, has been 
formed to co-operate with the Cotton Board in fostering the 
export trade. It is expected that revenue amounting to 
between £200,000 and £300,000 per annum will be derived 
from the imposition, from August Ist, of a further levy of 
Sd. per 100 lb. on raw cotton. The company is to experiment 
in the production of special counts for export to particular 
markets. There is every prospect that Government claims on 
the capacity of the textile industry will increase as the war 
progresses. Meanwhile, the present slackening in home de- 
mand for Lancashire products, coupled with the low price 
of raw cotton, offers an opportunity of regaining, in some 
measure, the export predominance which the industry lost 
in the last war. But it marks another phase of hesitancy in 
the textile share market. 


* * * 


Olympia’s Losses 

War conditions had a disastrous effect on the earnings of 
Olympia, Ltd., during 1939. Net revenue totalled only 
£2,181, against £94,121 in 1938 and a normal peacetime level 
of some £150,000. After meeting taxation and £36,200 
towards arrears of debenture and mortgage interest, the com- 
pany shows a net loss of £43,492, including a net loss of 
£26,036 by the subsidiary, Exhibition Promoters (Olympia). 
These figures are hardly unexpected, for the company was 
forced to default on the sinking fund instalment due last 
October and on the debenture interest due in December. 
This sudden collapse of the company’s revenue—following 
two uncomfortable peacetime years—is due to the complete 
cessation of exhibition business. The property was taken over 
by the Government at the outbreak of war, stood empty 
between the end of October, 1939, and January 10, 1940, and 
was then again taken over. The immediate needs of the com- 
pany for a moratorium and for the provision of working 
capital to meet such inescapable charges as rates and taxation 
have been met by agreement with a committee of debenture 
holders, who have sanctioned a priority bank loan not ex- 
ceeding £100,000. Borrowing on this account at August 1, 
1940, totalled only £25,000, owing to the repayment of part 
of the balance from sales of property. There can be no hope 
of recovery in Olympia earnings until the building can agaia 
be used for exhibitions. Moreover, the end of the war will 
find the company heavily indebted, unless it succeeds in 
reaching a fair compensation arrangement with the 
authorities. The report, however, makes no reference to any 
negotiations. The 7 per cent. £1 preference shares, which 10 
happier times commanded a premium, now stand at 2s. 
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THE STOCK EXCHANGES 


London 


Note : all dealings are for cash 


DEALINGS have been on a small scale in 
all sections during the past week. A 
cheerful undertone, which at first pre- 
dominated in the gilt-edged and industrial 
markets, gave way later to general weak- 
ness. The rubber market enjoyed good 
business for a few days on improved pros- 
pects for the industry. Mining markets 
were particularly influenced by news of 
the Italian invasion of British Somali- 
land. Base metals and tea shares stag- 
nated and business in oil issues was very 
restricted. 
* 


On Monday, business was restricted in 
the gilt-edged market by a holiday atmo- 
sphere, but prices were firm and demand 
good. Old Consols gained #32, and 
gains of 4 were general. Trading be- 
came increasingly dull during the week, 
when the market was depressed by Italian 
activities in Africa. In mid-week losses 
were experienced by most leading issues. 
All long-term stocks declined by 3, 
while 4 per cent. Consols and both 24 
and 3 per cent. Conversion fell by 3. 
In the foreign bond market, Brazilian 
issues continued to attract support, but 
Argentine and Chilean bonds came on 
offer. Japanese issues were weak on Mon- 
day, but subsequently appreciated on the 
relaxation of diplomatic tension. 


* 


The home rail market opened dull. On 
Monday, no price change was recorded. 
Later, fractional losses were experienced. 
Ordinary shares were relatively well sup- 
ported, but Great Western ordinary lost 
3 and Southern preferred one point in 
mid-week, when London Transport also 
declined by 1 point. On Monday, Central 
Argentine issues lost ground after re- 
ports of poor traffic prospects. 


* 


Business in the industrial market was 
also on a small scale, and prices moved 
irregularly. Gains in the tobacco group 
early in the week were not maintained, 
and on Wednesday ail leading issues 
dropped fractionally. “Bats” and 
“Imps” losing 4 and Carreras and Gal- 
aghers losing i. Breweries were dull, 
though on Tuesday Watney gained 9d. 
on the report. With prospects of declin- 
ing retail sales and the purchase tax, the 
stores section gave way; Woolworth, 
Marks and Spencer and Harrods were all 
weak. In the iron and steel group, general 
gains at the beginning of the week were 
later reversed on profit taking from the 
provinces. Tube Investments, however, 
continued to attract support. Shipping 
shares received attention on Wednesday 
after publication of the financial scheme. 
In the textile section, J. and P. Coats 
and Lancashire Cotton gained a few 
pence. 

* 


Mining markets showed themselves 
particularly sensitive to news of the in- 
vasion of British Somaliland. Though 
dealers appeared satisfied with the July 
returns, Kaffirs were subjected to small 
selling during the week. Sub Nigel, 
Crown Mines, Grootvlei and City Deep 
were among leading companies which in- 
curred fractional losses. The turnover in 
copper and tin shares remained re- 
stricted, but, in the diamond market, De 
Beers preference rose by $ on Tuesday. 


* 


Increased activity in rubber shares was 
maintained on Monday and Tuesday, and 
small gains were recorded for a number 
of companies, In mid-week, trading was 
quieter and Anglo-Dutch, Rubber Trust 
and Allied Sumatra lost ground. The oil 
market was quiet and turnover small. 


“* Shell,” Burmah Oil and Anglo-Iranian 
lost ground. On Tuesday, Tankers Pie- 
ference fell 1s. 3d. on the report. 


* FINANCIAL NEWS” INDICES 


Approx. Security Indices 
Total Corres. 
1940 Bargains Day 
in S.E. 1939 30 Ord. | 20 Fixed 
List shares* Int.t 
Aug. 2 3,308 4,350 60-1 120:3 
» § 2,709 4,350 60-4 120-3 
» 6 1,887 4,705 60°5 120-3 
oe 2,530(« 4,125 59-8 120°2 
» 8 2,313(c)| 4,460 59-6 120-1 


* July 1, 1935 100. +1938 100. 30 Ordi- 
nary shares, 1940: highest, 80-6 (Feb. 29) ; lowest, 
49-4 (June 26). 20 Fixed Int., 1940: highest, 126°5 
(May 9); lowest, 114:9 (June 26). Excluding 
stop press bargains. 


New York 


DEALINGS on Wall Street have stagnated 
throughout the week. A small amount of 
nervous selling was evident on Tuesday 
following rumours that the attack on 
Great Britain had reached the last stages 
of preparation. In the absence of a clari- 
fication of the international situation and 
of the future of taxation in the United 
States, turnover was extremely restricted 
and most prices were weak. Motor, steel 
and aircraft issues generally came on 
offer in a small way. The motor section 
reflected disappointment with the General 
Motors dividend. The outlook for the re- 
tail trade was considered favourable, and 
retail shares were supported. The Iron 
Age estimated the level of steel mill 
activity at 91 per cent. of capacity against 
90.5 per cent. a week ago. 


New York Prices 


Total share dealings:—Aug. 1, 330,000; 


Aug. 2, 300,000 ; Aug. 3, 120,000 ; 
€ > 
Aug. 5, 280,000 ; Aug. 6, 290,000; 
Aug. 7, 240,000. 
Close Close Close Close 
July Aug July Aug 
31, 7; 31, 7, 
1940 1940 1940 1940 
1. Railroads Celanese of A. 29 29 
Balt. & Ohio.. 373 35, Chrysler ...... 731g 72 
Ge. Neha. PL. 23% 22igcurt. Wee 28te 23 
Illinois Cent. 7 71g Eastman Kdk.122 124 
N.Y. Cent..... 1214 115,/Gen- Elec. 3358 33 
Northern Pac. 614 6 Gen. Motors.. 4514 45 
Pennsyl. Ri.... 2014 1912 Glidden........ 12) 12 
Southern ...... 112 1nigialand Steel . 8214 83 
Int. Harvest . 45 43 
2. Utilities, etc. Int. Nickel ... 23 23 
Amer. Tel..... 162 1611, Liggett Myers 96 96 
Amer. W’wks. 87% 879\Nat. Dairy ... 141g 13 
Pac. Light..... 3812 38 ‘Nat. Distillers 205, 20 


J 
Vit 
ow 


Pub. Sv. N.J. 36 36 Nat. Steel .... 
Sthn. Cal. Ed. 27 265 Proct.Gamble 64 64 


United Gas .. 11 117g Sears Roebck. 76 75 
Shell Union... 8 814 
3. Commercial and Socony Vac.. 8 85; 
Industrial Stan. Oil N.J. 335g 33 
Amer. Metal... 15 1414,20th Cen. Fox 6 55g 
Am. Roll. Ml. 11 1019'U.S. Steel .... 5334 52 
Am. Smelting 3854 3513 West’hse El... 98 98 
Anaconda ..... 20 1952 Woolworth.... 3314 3354 
ae 1854 1819 Yngstn. Sheet 32 3114 


Datty AVERAGE 50 CoMMON STOCKS 


Aug. 1 | Aug.2 Aug. 3 Aug. 5 Aug. 6| Aug. 7 


97-9 97°8 98-1 98-1 97-0 97-0 


1940 High, 123-7 Jan. 3. Low, 86-7 June 10. 
STANDARD STATISTICS INDICES 


(1926 = 100) 
WEEKLY AVERAGES 
1940 


July July | Aug. 
Low | High 24, | ee 
.* ~— 1940 | 1940 | 1940 


80-9 |111-4 87:0 90-1 | 89-2 
20 7a) 30:7 | 24:3 | 252) 24:8 
4) 80°8 


347 Ind’ls ... 
32 Rails ...... 
40 Utilities .. | 71:2a| 89-4 | 79-7 | 81 


419 Stocks ... 

















69:9 | 94:8 | 75-8 | 78 3 | 77-6 
Av. yield* ... \6-61%|4-30% 6-15 % 5°87% 5-99% 
ae High Low 

* 50 Common Stocks. a May 22nd. 


Capital Issues 


Week ending Nominal Con- New 
August 10, 1940 Capital versions Money 
To the Public ....... Sit . Nil 
To Shareholders ... Nil ies Nil 
By S.E. Introduction Nil = Nil 
By Permission to Deal Nil ; Nil 


Nat. Savings Certs.t¢ 3,265,562 
3°, Defence Bondst 3,889,475 
2 Nat. War Bonds}12,485,285 12,485,285 
t Week to July 30, 1940. + Week to August 6, 
making total since June 25th £144,416,360. 


3,265,562 
3,889,475 


Excluding 
Conver sions 


Including 

Year to date Conversions 
674,142,635 
80,791,022 
659, 368,228 
48,776,802 


1940 (New Basis 1,027,097,768 
1939 (New Basis) ... 103,241,668 
1940 (Old Basis 1,012,123,361 
1939 (Old Basis 70,206,941 


Destination (Conversions Excluded) 


Brit. Emp. Foreign 
Year to date Scie ex U.K. Countries 
£ £ 
1940 (New Basis) 673,379,623 763,012 Nil 
1939 (New Basts 3,741,435 24,869,148 2,181,004 
1940 (Old Basis) 659,225,772 142,456 Nil 
1939 (Old Basis) 32,616,771 15,840,091 320,000 


Nature of Borrowing (Conv. Excld.) 
Year to date Deb. Pref. Ord 
4 £ 
1940 (New Basis) 658,988,417 1,355,005 13,799,213 
1939 (New Basis) 43,142,145 6,212,637 31,460,803 


1940 (Old Basis) 658,081,596 77,500 1,209,132 
1939 (Old Basis) 36,183,921 2,688,459 10,004,482 


“Old Basis’’ includes public issues and issues 
to shareholders. ‘‘ New Basis ”’ is all new capital 
in which permission to deal has been granted. 


Shorter Comments 


Company Results of the Week.— 
Brewery reports published this week 
continue to show a general improvement 
in gross profits. A rise in the gross earnings 
of TAMPLIN AND SONS from £365,846 
to £377,676 is, however, accompanied bya 
decline in net profits from £59,875 to 
£55,710, due to an increase in the taxation 
provision from £25,794 to £45,268. The 
dividend is lowered from 10 to 8 per cent. 
The FRIARY HOLROYD dividend is 
maintained at 13 per cent. despite a slight 
decline in net income from £138,140 to 
£133,937. Gross profits were substantially 
higher at £328,715 against £283,755. 
Total incomes of rubber companies con- 
tinue to show a characteristic improvement. 
TELOGOREDJO UNITED net earnings, 
at £18,635, are nearly double those of the 
preceding year. The dividend is, however, 
maintained at 2) per cent. The TRAVAN- 
CORE dividend is also maintained at last 
year’s level of 8 per cent., although higher 
taxation is responsible for a small decline 
in net profits from £7,478 to £6,283. 
TANKERS, LTD., experienced a fall in 
gross income from £33,456 to £22,045. 
The substitution of a net loss of £183 for 
a net profit of £23,375 is due to the special 
expenditure of £7,614 on fleet recondition- 
ing, and to a loss on the sale of a vessel 
amounting to £4,095. As in the previous 
year, no dividend is to be paid. FODENS, 
LTD., manufacturers of steam and diesel 
engines, pay a 7} per cent. dividend as 
before. Gross profits rose sharply from 
£56,154 to £136,261, but an increase in 
taxation from £1,186 to £91,491 occasioned 
a decline in net earnings from £54,968 to 
£44,770. 

Commercial Bank of Australia. — 
Net profits year to June 30, 1940, £264,157 
(£262,910). Dividend, 7;'; per cent., a 
before. Bank premises written down by 
£35,000 (£30,000). Carry forward, 
£118,706 (£115,910). 


Commercial Banking of Sydney.— 
Net profit, year to June 30, 1940, £389,492 


(£365,975). Ordinary dividend again 7} 
per cent. Premises account, £35,000 
(£35,000). Carry forward, £128,265 
(£118,476). Deposits,  £55,457,470 
(53,713,813). Bills and debtors; 


£40,488,340 (£42,114,245). 
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Industry and Trade 


Increase in Unemployment 


Between June 17th and July 15th the number of regis- 
tered unemployed in Great Britain rose by 68,000 to 835,000. 
A slight seasonal increase in unemployment usually takes 
place in July in times of peace; but, as our index of unem- 
ployment on page 199 shows, the increase last month was 
bigger than usual. There are two specific explanations for the 
deterioration in individual industries. First, the entry of Italy 
jnto the war and the collapse of France, in June, have led to 
an abrupt cessation of exports to these countries. This is 
reflected in the sharp rise of unemployment in coal-mining, 
shown in the accompanying table. Secondly, production for 
the home market has been curtailed in a number of consump- 


CHANGES IN UNEMPLOYMENT BETWEEN JUNE 17TH AND JULY 15TH 
(Industries chiefly affected) 


Decreases Dressmaking, millinery 8,100 

PD. -dacceisuascearanen 6.900 | FOOUWORE ...ccescessssccees 5,400 
Distributive trades ...... SI sk kacdacacneseoncs 4,900 
Public works contracting 3,900 | Cotton ..........:.eeeeeeees 3,200 
Furniture, upholstery ... 3,100 

Increases Shirts, collars, underwear 2,700 
SIE o.oo cccessscens yu eer ree 2,500 


RENEE shesiuccensssheves 9,100 | Leather tanning, dressing 2,500 


tion goods industries, such as clothing, furniture and carpet 
manufacture. It is inevitable that more and more people 
should be thrown out of work in non-essential industries. 
But they must be absorbed into training or into war work 
as quickly as they fall out. There is no excuse for the increase 
in total unemployment at a time when the country is threat- 
ened with invasion and when every available pair of hands 
and every brain is urgently needed for the production of 
munitions and for the defence of the country. The tempo 
of the munitions drive must be increased, not by lengthening 
hours of work but by the speedy training and absorption of 
all the available labour. Nothing would be more dangerous 
during the present lull in military operations than a relapse 
into lethargy. 


* * * 


Recession in the Cotton Trade 
The figures in the table below, which give a fair indica- 
tion of the consumption of raw cotton during June and July, 
reveal a distinct falling off in manufacturing activity since 
the middle of June: — 
Raw CoTTON DELIVERED TO SPINNERS 
(Thousand Bales) 


a 65:7 as 69-9 
3g” Pernane 85:1 x “Omen 66-6 
oi eereererrrr rs 78-8 ae EM scdeccensncaeve 5o°S 
oa eee era 77 °2 ag: ae iwavecacseanben 58-5 

RUG S. cincesccecencis 60-8 


This coincided with an increase of 3,200 in the numbers 
unemployed in the cotton industry between June 17th and 
July 15th, and suggests that the loss of so many of our 
European markets during the spring, and the restriction of 
domestic sales of cotton goods to 75 per cent. of those of 
last year, were beginning to make themselves felt. Happily 
indications are not wanting that Japan, one of our principal 
competitors, has her own difficulties to meet. There are 
Several openings for incregses in our cotton exports which 
must be seized, and seized at once. 


* * * 


The Egyptian Cotton Crop 


The British Government has responded to the represen- 
tations of the Egyptian Government by undertaking to pur- 
Chase before next April as much of the 1940 cotton crop 
a may be offered to it, and all commercial cotton seed. A 
Commission, to which Egypt will nominate a representative, 
18 to be set up for this purpose and the prices agreed upon 
are: $14.25 per kantar for f.gf. Ashmouni; $15.25 for f.g.f. 

3 cotton seed at 65 piastres per ardeb franco warehouse 
Alexandria, The Government will bear any net loss 


that may accrue, but will share any net profits with the 
Egyptian Government, on the understanding that such 
profits will be used for the relief of cultivators according to a 
plan to be agreed on between the two Governments. Lanca- 
shire, especially the Bolton district, welcomes this announce- 
ment as it secures supplies of raw material for many months 
to come. The phrase “as much as may be offered to it” 
seems, however, to leave some uncertainty as to whether this 
sense of security is really justified. 


* * * 


The Diamond Industry 


But for the control exercised by the selling organisation 
of the mining companies, the diamond trade would at present 
offer the paradoxical spectacle of a boom in the finished pro- 
duct coupled with a slump in the raw material. Belgium and 
Holland, as the centre of the diamond industry, constituted 
the world’s chief market for rough diamonds, and with their 
occupation by Germany a large part of the demand for rough 
diamonds was extinguished. That this did not lead to a corre- 
sponding fall in prices was due to the control exercised by 
the syndicate, which regulates strictly the flow of rough 
diamonds to the market. At the same time there has been 
an increase, estimated at 50 per cent. since the beginning of 
May, in the price of polished diamonds. Stocks are very 
small, and though it is no longer legal for people leaving this 
country to use precious stones as a means of evading the 
restrictions on the export of currency, there is still a demand 
for them as a means of investment. Prices of polished 
diamonds are likely, therefore, to remain high. Attempts are 
being made to enlarge the cutting and polishing industry in 
Great Britain. In the polishing of diamonds for ornamental 
purposes, however, iabour costs play a very important part, 
and the advantage of Antwerp over other centres was due to 
the availability of a large force of highly skilled cutters and 
polishers ready to work for about 25s. a week. Even if it were 
possible to train an adequate supply of British labour, it 
would scarcely be possible to expect it to accept even double 
that wage. In any case, it would be difficult to train the 
necessary workers, with a nucleus of only a few hundred 
refugees from the Dutch and Belgian industries, and with 








The United Kingdom Fire 
and Aecident Insurance 


Co., Ltd. 


The United Kingdom Fire and Accident Insurance 
Company Limited has been registered to take over the 
business of the Dominion of Canada General Insurance 
Company hitherto done in the United Kingdom. The 
Dominion of Canada General Insurance Company will 
cease to do business in the United Kingdom, and the whole 
of its existing Fire, Accident, Employers’ Liability, Motor 
and General business will, subject to the approval of the 
Courts, be transferred to the new Company. 

The Capital of the United Kingdom Fire and Accident 
Insurance Company Limited is being subscribed by the 
United Kingdom Provident Institution. 

The Directors of the new Company are the Rt. Hon. 
Isaac Foot, P.C., Chairman, Mr. Frank H. Elliot, J.P., 
Mr. P. G. Leveritt and Mr. K. H. Ritchie, all of whom are 
associated as Directors and Officials with the United 
Kingdom Provident Institution. There is, therefore, the 
closest association between the two Offices, which are 
now able to offer, between them, almost every class of 
cover except Marine. The United Kingdom Fire and 
Accident Insurance Company Limited will operate under 
the general management of Mr. Nelson Baldwin who, in 
recent years, has been responsible for the conduct of the 

British business of the 


Dominion of Canada General Insurance 
Company. 
The Offices of the new Company will be at 
195, Strand, London, W.C.2. 
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the munitions industries exercising a paramount claim on all 
potential trainees suitable for their purposes. Since, however, 
labour costs in the cutting and polishing industries in the 
United States are even higher than here, the project does 
seem to offer a chance of swelling the stream of exports to the 
United States upon which our war effort so greatly depends. 
If it were merely a question of supplying diamonds to the 
home market to meet the demands of investors who ought to 
be buying war loan, the establishment of such an industry 
would be contrary to public policy. If it is possible to train 
workers unsuitable for the munitions industries into valu- 
able workers for the American market, then it should be 
encouraged. In contrast to the reduction in the new supply 
of polished stones, there will be no shortage of industrial 
diamonds which require little treatment but are vital to the 
munition factories. 


* * * 


Retail Trade 


The value of retail turnover, as revealed by the statis- 
tics compiled by the Bank of England, continues above last 
year’s level in Great Britain as a whole. In February-June— 
the first five months of the current retail year—the average 
daily value of sales was 5.2 per cent. higher than during 
the corresponding period last year. Sales of food and perish- 
able articles are up by 5.4 per cent. and those of other goods 
by 4.9 per cent. In June, however, the average daily value 
of sales was only 2.0 per cent. higher than a year ago; sales 
of foodstuffs showed an increase of 5.1 per cent., but those 
of other goods were actually 1.7 per cent. smaller than in 
June, 1939. In Central and West End London, exceptionally, 
the value of sales has shown a marked decline; in February- 
June sales were 20.1 per cent. smaller than a year ago, and 
in June they showed a drop of no less than 38.4 per cent. 
The maintenance of the value of sales suggests that, except 
in London and certain smaller areas, the retail industry has 
as yet suffered little from the war, for from its point o! 
view it is the value rather than the volume of the turnover 
that matters. And this fact is no doubt partly responsibic 
for the slowness with which the industry is releasing labour 
for absorption into more essential occupations. The volume, 
as distinct from the value, of retail trade has, of course, 
shown a downward trend. The volume of food sales in the 
first six months of this year (calculated by adjusting the 
Bank of England’s returns for changes in the official cost 
of living index) was 11 per cent. lower than during the 
corresponding period a year ago, though it should be noted 
that it was still 114 per cent. higher than in the depression 
year of 1932. Non-food sales have probably fallen more 
sharply in volume, but they are still appreciably above the 
minimum necessary to ensure the health and well-being of 
the population. 
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The New Doomsday 


The nationwide survey of farms which is now bej 
undertaken by voluntary officers of the County Agricultura] 
Committees is a most valuable piece of national service, ]t 
should result in an upgrading of most of those half-worked 
half-stocked and weed-infested farms which, although few 
in number, are sometimes very conspicuous in the landscape 
and which are in wartime a waste of potential production 
The powers of the Committees to eject bad farmers are also 
a welcome innovation, since, in spite of the bad husbandry 
clauses of the land tenure Acts, it has in the past been impos- 
sible to remove inefficient tenants. But in one respect this 
survey of agriculture’s productive capacity has been unneces- 
sarily handicapped by politics. There is no doubt that much 
of the bad farming of recent years has been due, not entirely 
to lack of knowledge or initiative, but also to lack of finan- 
cial reserves which has led to progressive understaffing. The 
sudden imposition of a national minimum wage of 48s, 
per week—a rise of 10s. to 12s. in some counties, has had the 
primary effect of depleting still further the cash reserves of 
farmers who employ hired labour and of making it stil] 
more difficult for farms on the borderline of understaffing to 
engage an additional man. Farmers judge, probably correctly, 
that the Ministry of Food cannot allow a direct rise in food 
prices sufficient to meet their increased labour costs, and 
profits dependent on further Treasury grants are an inade- 
quate incentive to induce farmers to replace lost workers, 
Mr Bevin’s heroic remedy for the flight from the land—a 
wage high enough to tempt men back from competitive jobs 
—has killed the willingness and reduced the ability of 
farmers to employ the labour so paraded. Since the minimum 
wage is politically irrevocable, the remedy seems to lie partly 
in an extension of contract work—ploughing, harvesting, 
root lifting and vegetable picking—either by private firms or 
under the egis of the Agricultural Committees, and partly 
in the employment of more machines — tractors, milking 
machines, potato diggers and the like. But these remedies 
will be slow to act, and it is probable that this year’s food 
production will be limited more by the arbitrary increase in 
labour costs than by an actual shortage of labour. 


* * * 


Suez Canal Shipping 

The publication of the Suez Canal Returns for 1939 has 
something of the nature of an obituary notice, since the Suez 
Canali as a shipping route is, for the time being, dead. How 
much more nearly this touches Great Britain than any other 
country is shown by the following table of vessels passing 
through the Canal : — 


‘TONNAGE BY FLAGS 











No. of Per cent. Net Per cent. 
Flag Vessels of Total Tonnage of Total 
(000’s) 
I ies bed ceay shake 2,627 49-78 15,209 51-43 
SE Si cacaiaehinckuGs 884 16°75 4,267 14°43 
SER, dics ccunweneadsse 411 7:79 2,446 8°27 
RD Snisicenadswe ; 326 6:18 2,065 6:98 
OO a ee ean 235 4°45 1,613 5°45 
INOEWEBIAN. ......0002.. 246 4:66 1,285 4-34 
NS eee Sa sani s : 149 2-82 548 1-86 
BOOS oicccecsccceese 79 1-50 544 1-84 
EE ee ee ol 93 1-76 486 1-64 
Oe i 70 1-32 447 1-51 
i ee 157 2:99 663 2:25 
5,277 100 29,573 100 


About half the shipping which passed through the Suez 
Canal last year was British. What proportion this formed of 
total British shipping traffic is difficult to ascertain, but some 
idea of the relationship may be formed from the fact that 
the average net tonnage of vessels with cargo entered and 
cleared at British ports during the years 1936-38 was 74 
millions. Tine Suez Canal figures include vessels in ballast 
and British vessels trading between foreign countries; but 
even allowing for this, their proportion of the British total 
must be substantial. The deflection of this shipping t0 
roundabout routes amounts in effect to a considerable re 
duction in our carrying power, since the number of journeys 
each ship can make in a given period is very much reduce 
There is, however, some small compensation to be found mn 
the fact that the next largest user of the Canal was an enemy 
country, and that the closing of this route is a great em- 
barrassment to Italy in her attempt to maintain supplies t0 
Abyssinia. 
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COMMODITY AND INDUSTRY NEWS 


Tue coal industry is experiencing a fairly 
heavy inland demand, and in some dis- 
tricts where holidays had interrupted pro- 
duction supplies were inadequate to meet 
it. Export business is extremely limited; 
there have been some orders from the 
Peninsula and South America, and it 
was reported that South Wales was nego- 
tiating some large business with Spanish 
customers. The condition of the iron and 
steel industry is still governed by the 
supply of raw materials. A survey of all 
public and privately owned potential 
scrap iron is to be made with a view to 
utilising any that is now being put to 
unessential uses. 


* 


Cotton (Manchester).—The cotton 
trade is waiting to hear from the Cotton 
Controller and the Ministry of Shipping 
how much freight $pace will be available 
for American cotton from September. 
Deliveries to spinners have recently been 
far greater than shipments from the 
United States, and stocks in this country 
have been reduced. The Government’s 
purchase of the Epyptian crop has been 
welcomed in Lancashire, where large 
quantities are being used for aircraft and 
balloon fabrics. Supplies are thus adequate 
for 12 months, provided the difficulty of 
shipping them through the Mediterranean 
can be overcome. There has been very 
litle improvement in either export or 
home trade during the week. 


RAW COTTON delivered to Spinners 


Week ended From Aug. 1 to 


Variet July 2 a 
uly 26,| Aug. 2, Aug. 4, | Aug. 2, 
(000 bales) 1940 | 1940, 1939°| 1940 
j 
American ...... | 26°6 31-0 10 5 
Brazilian ......... | 10°4 9°8 5 1 
Peruvian, etc.... | 4:1 3:3 3 
Egyptian ......... 4°5 4°6 3 
Sudan Sakel ... 0:8 0-9 2 ae 
East Indian...... 7:3 6°8 3 l 
Other countries 4°8 4°4 3 1 
__ Total ......00 58:5 | 60°8 29 10 
Source: Liverpool Cotton Association’s Weekly 
Circular. 


* 


Metals. — The prices of antimony 
and quicksilver showed a sharp fall on the 
week, but other non-ferrous metals were 
unchanged. Zinc production in America 
was 52,000 tons in July, against 49,200 
tons in June. Deliveries were 57,700 tons, 
against 53,500 tons, and stocks fell from 
70,700 tons at the end of June to 59,100 
tons a month later. 


* 


Tin.—The visible supply of tin is re- 
ported to have increased by 5,112 tons 
during the month to 32,530 tons at the 
end of July. Stocks in the United King- 
dom amounted to 2,313 tons, against 
2,211 tons at the end of June. Buyers 
showed little interest in the market during 
the week, and both American and British 
prices are lower. 

TINPLATE PRODUCTION: PERCENTAGE 
OF S. WALES' CAPACITY IN OPERATION 


Week ending 1939 1940 
ae 61-69 66°70 
SN a¢chcnaedies 64:09 67:64 
Ms cS cacesetecs 70-93 65°73 
I es cicbae 71-52 60°31 
RN a cada ctenies 70-22 62°55 
MN ses exes 72:98 57-82 
* 


Grains.—Revised prices for home- 
gtown wheat were prescribed by the 
‘Meat (Prices) Order, which came into 
force on August Ist. Growers are now to 
be paid 14s. 6d. per cwt. for home-grown 
able wheat; this is the same as the 


new “standard price” prescribed under 
the Wheat Acts. No deficiency payments 
will be made for the year 1940-41. The 
Ministry of Food has arranged to pur- 
chase 100 million bushels of Canadian 
wheat during the 12 months beginning 
August 1, 1940, 


WORLD SHIPMENTS OF WHEAT 
AND FLOUR 














Week ended | FromAug.1to 
From | 

(7000 quarters) July | Aug. | Aug. | Aug. 

27; > D | Dd 
1940 | 1940 soe 19406 
N. America .......:.. | 494 | 428 | 30,626! 26,765 
Argentine, Uruguay. | 418 | 449 | 15,032! 22,158 
PED eenkcrasvnces S -eee™ * | 12,522 4,546+t 
acl aiiveniedniss teste ‘ion ta 4,624 114 
Danube and district 56 26 | 9,914 10,564 
Other countries ...... es | 2,389 345 
UD ictivinnsiis | 968 | 903 | 75,107, 64,492 


* Unobtainable. t+ Shipments up to 
February 29, 1940. (a) 52 weeks. (6) 53 weeks. 


Source: The Corn Trade News 


WORLD SHIPMENTS OF MAIZE AND 
MAIZE MEAL 


Week ended | From Apr. 1 to 
July | Aug. Aug. Aug. 


27, 5, 5. 3, 
1940 | 1940 1939 1940 


From 
(000 quarters) 














Argentina..........0.0<. 124 105 | 7,813 | 4,341 
Atlantic America .... | 165 78 423 893 
Danube Region ...... 46 18 998 648 
S. & EB. Afzica ........ eo a 893 705+ 
Indo-China, etc. ..... ia ‘ 552 91 
WOE Sisisacaccaes 335 201 10,679 6,678 


* Not received. + Incomplete since June 8th. 
Source: The Corn Trade News 


* 


Oils and Oilseeds.—Under the re- 
vised schedule of vegetable oils and feed- 
ing stuffs prices the principal oils remain 
unchanged, but some acid oils have been 
reduced and most feeding stuffs advanced. 
The new linseed crop is now being 
shipped from India, but Plate exports 
have ceased. Exports from Argentina dur- 
ing the first seven months of 1940 were 
711,000 tons, against 981,300 tons dur- 
ing the corresponding period of 1939. 
The Government is introducing a national 
scheme to produce 1,000,000 tons of 
silage this autumn and so save 170,000 
tons of oilcakes. 


* 


Rubber.—In the first six months of 
this year exports from producing coun- 
tries amounted to 672,231 tons, against 
430,656 tons in 1939. Almost all the in- 
crease was from quota countries. World 
consumption in the same period totalled 
559,083 tons, against 537,141 tons in 
1939. The American Rubber Reserve 
Company is reported to have bought 
11,000 tons of rubber for stock. 


* 


Export Groups.—The formation of 
the following export groups has been 
announced : — 


Aluminium Foil. 

Brewing and Mineral Water Machinery 
and Allied Plant, 

Bulb Growers. 

Chest. 

Dyestuffs. 

Electricity Meter Manufacturers. 

Furniture. 

Hat. 

Jute. 

Ladies’ and Children’s Light Clothing. 


Export Groups—Cont.:— 


Malleable Castings. 

Paper Converting. 

Patent Glazing Bar. 

Printers. 

Sewage Disposal Machinery. 

Spring Makers (Upholstery and Bed- 
ding). 

Steel Castings. 

Steel Wire Rope. 





AVERAGE DAILY VALUE OF RETAIL 
SALES AND OF STOCKS IN GREAT 
BRITAIN COMPARED WITH A YEAR AGO 


| | 
| Average Daily Sales 





WOANVA| an vie 














Stocks 
(at 
1940 cost) 
end 
June 
Apr. | May June 
(a) By Commodities 
Non-Food Merchan- ' % : 
dise :— 
Piece-goods......... 38:5 + 7-7 —26-0,+57: 
Women’s wear ...... 1:7\+ 0:8 —10-3|+40- 
Men’s and boys’ 

WD icecccecceccsesne + 4:0)— 9— 4:9+30: 
Boots and shoes ...... + 2:1/+11-1+ 9°5'+16° 
Furnishing depart- a 

I Srdicccnccueccce 0:8 7-7 —14:6 +33: 
PIE ncicececcess + 3-7 2:9 —10:9' +27 
Fancy departments 3-1 8:0 +11-6'+ 47: 
Sports and travel ... 13-°5|—13-0|\— 9-1\+36° 
Miscellaneous......... + 6:6 +14:0 +27:°0 +52: 
Total — Non-Food 

Merchandise ...... + 3-4+ 2:9— 1-7'+36°8 
Food & Perishables 1-3 60+ 5:1+59°9 














Total — All De- 
partments......... + 2-°3'+ 


en +12-1'+13°5 7-2)+30°0 
North-East _ ......... + 9:9\+ 9-2 8-4+42°6 
North-West ......... +10°4 8-9 5-°5\+41°9 
Midland & S. Wales |+ 8:8. + 9:7 +10-3|+40°0 
South England ...... +12:7.+10°4 6°6'+51:°0 
Central & West End 

) rn ~10-6 —24:9 —38-4/+30°5 
Suburban London... |+ 3:°3)+ 3:5 4°2'+30°4 


Source: Board of Trade Journal. 


UNEMPLOYMENT IN GREAT BRITAIN 


Registered unemployed 
aged 14 and over 
(incl. agriculture) 


Percentage 
| of insured 
| persons 
Date of Total (aged 16-64) 
Retur | wunem- 
aaa Of whom| ployed 
Index, wholly | (incl. 
adjusted | unem- |agriculture) 
Number for ployed | 
seasonal | 
variations 


7000 =61935 = 100 000 


~o 
ce 


1939 


July 10 1,256 62-2 1,014 8-4 
Aug. 14 1,232 60°7 968 8-2 
Sept. 11 1,330 65-9 1,052 8-6 
Oct. 16 1,431 70°8 1,222 9-1 
Nov. 13 1,403 69-1 1,213 9:0 
Dec. 11 1,362 68°4 1,171 8:7 
1940 
Jan. 15 1,519 68:8 1,220 9:9 
Feb. 12 1,504 69°4 1,141 10-0 
Mar. 11) 1,121 54:7 966 7:4 
Apr. 15. 973 48-1 840 6:3 
May 20. 881 44:3 731 5-8 
June 17 767 39:4 648 4:8 
July ‘15 827* 41-0 637 i 


Publication of estimates of number of insured 
persons aged 16-64 in employment in Great Britain 
suspended in September, 1939 ; number employed 
on August 14, 1939, was 12,100,000. 


* From July 1940 excludes unemployed persons 
attending training centres; their inclusion raises 
the total to 835,000. 


Source: Ministry of Labour. 
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CURRENT 


GOVERNMENT RETURNS 


For the week to August 3, 1940, total 
ordinary revenue was £20,174,000, against 
ordinary expenditure of £72,823,000, and 
issues to sinking funds of £125,000. Thus, 
including all sinking fund allocations, 
the deficit accrued since April Ist is 
£741,354,000, against £197,226,000 (in- 
cluding defence loan issues) for the corre- 
sponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the Exchequer 
(£ thousands) 


Apr. 1,Apr. 1, Week Week 















































Revenue Esti- — — ended ended 
mate, Aug aes Aug. | Aug. 
1940-41) “2S; | 2S | SS, 3, 
1939 1940 1939 1940 
ORDINARY 
REVENUE 
Income Tax... 450,500 34,454 61,180 7,213 8,268 
Sur-tak......... 75,000 8,010 8,730 240 660 
Estate,  etc., 

Duties ...... 85,100) 31,090 31,750 2,450, 1,410 
Stamps ......... 19,000 6,220 5,120 110 170 
A chen neben Ls 8,180 7,490 570 410 
EP.T. ......... | f 7000 * | 15,290 1,550 
Other Inland 

Revenue ... 1,000 300 170; . 10 
Total In. Rev. 700,600 88,254 129730 10,583 12,478 
Customs ...... 302,050 87,717 98,670 5,352 4,972 
SID. cnesianiie 164,050, 37,588 51,995 815 573 
Total Customs 

and Excise... | 466,100 125305 150565 6,167 5,545 
Motor Duties 35,000 8,118 7,515 1,519 
P.O. (Net 

Receipt) 13,291 5,274 6,900 1,210 2,150 
Crown Lands 1,150 530 450 
Receipts from 

Sundry Loans) 5,000 2,802 515. 1,289 
Mis. Receipts 13,250 1,726 6,264 2 1 
Total Ordinary 

Revenue ... 1234391 232009 302040 ) 20,771 20,174 

SeLFr-Ba.. 

Post Office and 
Broadcasting 86,222 25,776 26,350 1,040 800 
WEE Sescin 1320613 257785 328390 21,811 20,974 
Issues out of the Exchequer 
to meet payments 
(£ thousands 
Apr. 1, Apr. 1,) w =e 
; : *» Week Week 
. ) 3 
Expenditure Esti- — — ended ended 
mate, | auc | Aug, | Aus: Aue 
1940-41, “SS NS CS, 
1939 1940 | 1999 1940 

ORDINARY 
EXPENDITURE 
Int. & Man. 

of Nat. Debt 239,000 97,674 101284 8,409 8,030 
Payments to N. 

Ireland 9,400 2,557 2,345 298 120 
Other Cons. 

Fund Serv. 7,600 3,209 3,282... 87 

Co — 247,000 103440 106911! 8,707 8,237 
Supply Serv. 2419790 323503 934134 21,956 64,586 
Total Ordinary 

Expenditure 2666790 426943 1041045 30,663 72,823 

SELF-BAL. 

Post Office and 
Broadcasting 86,222 25,776 26,350, 1,040 800 
er 2753012 452719 1067395 31,703 73,623 


. The 1939 figures include expenditure out of defence 
oaas. 


After reducing Exchequer balances by 
£494,365 to £2 452,451, the other opera- 
tions for the week (no longer shown sepa- 
(so raised the gross National Debt by 

2,318,930 to about £9,685 millions. 


(£ thousands) 
O THER Issues (NET) OTHER REcEIPTS (NET 


Overseas Tde. Guar. 78 Tithe Act ............ 240 
P.O. & Teleg. Acts... 200 
Anglo-Turkish Agt. 2 

280 240 
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Finance 


AGGREGATE ISSUES AND RECEIPTS 
The aggregate issues and receipts from 
April 1 to August 3, 1940, are :-— 


(£ thousands) 





Ordinary Exp.. 1,041,045 | Ord. Revenue ... 302,040 
Misc. Iss. (net 4,382 | Gross borr. 745,793 
Inc. in balances 57 Less— 
Sinking fds. 2,349 
Net borrowing ... 743,444 
1,045,484 1,045,484 
FLOATING DEBT 
(£ millions) 
Ways and 
Sweeny Means Trea- 
Advances sury Total 
Date De- Float- 
Bank posits ing 
Ten- Ta Public of by Debt 
der P Depts. Eng- Banks 
1939 land 
Aug. 5, 510-0 568-5) 46-9 1125-4, 615-4 
1940 
Apr. 27 675°0 674-1) 46°3 1395-4 
May 4 675:0 707-9) 49-3 1432°2 
»» 11° 685-0 722-1 53-0 1460°1 
» 18 695-0 733-6 40-3 1468-9 
» 25 700-0 746-5 49-4 1495-9 
June 1 710-0 787-5) 50-4 1547-9 
» 8 | 725-0/| 822-4) 47-9 1595-3 
» 15 740-0 842-4) 53-9 1636-3 
» 22 755-0 861-1 2:3 1658-4 
» 29 770-0 856-0! 36°6 ‘ 1662-6 
July 6 785-0 Not available 
» 13 800-0 »» %» 
» 20) 815-0 99 » 
» 27) 826°0 906°5; 43-6 : 30-0 ,1806-2 
Aug. 3) 831-0 Not available 
TREASURY BILLS 
(£ millions 
Per 
Amount Cent. 
Date of Average | Allotted 
Tender Applied Rate * 
pplie “eo i i- 
Offered tor Allotted ciiaaie 
Rate 
1939 8 d 
Aug. 4 35-0 67-9 30:0 13 7°9 21 
1940 
Apr. 26 55:0 115-7 55:0 20 4:98 36 
May 3 60:0 113-2 60°0 20 4°81 45 
» 10 65:0 111-6 65-0 20 4-82 52 
» 17 65°0 116°0 65:0 20 4°86 47 
» 24 65°0 117-7 65°0 20 4-81 45 
*~» 31, 6-0 131-3 65°0 20 4:11 30 
June 7 65-0 116°4 65-0 20 4:77 46 
» 14 65:0 102-0 65-0 20 5:41, 59 
» 21 65°0 97-6 65-0 20 4:97 60 
» 28 650 110-3 65:0 20 5:22 51 
July 5 65-0 105°4 65:0 20 5:10 55 
»» 12 65-0 112-3 65:0 20 4:97 48 
» 19, 65-0 118°8 61-0 20 4:45 37 
» 26 65:0 125-8 60°0 20 4:44 31 
Aug. 2 65-0 122-1 65-0 20 4-86 42 
On August 2nd applications at £99 14s. 10d. per 


cent. for bills to be paid for on Monday, Tuesday, 
Wednesday, Thursday and Friday of following week 
were accepted as to about 42 per cent. of the amount 
applied for and applications at higher prices in full. 
Applications at £99 14s. lld. for bills to be paid for 
on Saturday were accepted in full. £65-0 millions of 
Treasury bills are being offered on August 9th. 


NATIONAL SAVINGS 
CERTIFICATES AND 3% AND 2}' 
BONDS SUBSCRIPTIONS 


(£ thousands) 








Week ended N.S.C. 3% Bonds 2! Bonds 
” “3 . een 3,718 3,683 11,850 
up SED bueubeoan 3,266 3,889 10,424 
ee a sal 12,485 
Totals to date | 131,333* 135,418* 144,416+¢ 
* 36 weeks. t 7 weeks. 


Interest free loans received by the Treasury up to 
August 7th amounted to 7,171, of a total value of 
£14,416,127. From the beginning of the campaign 
up to July 27th, principal of Savings Certificates to 
the amount of £19, 322,000 has been "repaid. 


TATI 
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STICS 


BANK OF ENGLAND 
RETURNS 


AUGUST 7, 1940 


ISSUE DEPARTMENT 


£ 
3,671,334 


Notes Issued : 
In Circultn. 61 
In Banking 


Dept... 16,565,424 


630,236,758 











Govt. Debt 11,085,109 
Other Govt. 
Securities 615,146,9» 
Other Secs. 3,326,779 
Silver Coin... 511,199 
Amt. of Fid. 
Issue ...... 630,000,000 
Gold Coin & 
Bullion (at 
168s. per oz. 
nan 236,758 
630,236,758 


BANKING DEPARTMENT 


£ 
> capital 14,553,000 
3,452,660 
* 19, 242,52 5 


Props. 
Rest 
Public Deps. 
Other Deps. : 
Bankers 114,091,002 
Other Accs. 48,573,934 
162 2,664, 9: 36 


199,913,121 





* Including Exchequer 


sioners of National Debt, 


and Dividen 








£ 
Govt. Secs.... 157,327,838 
Other Secs. : 

Discs., etc... 3,128,441 

Securities 22,024,521 

25,152,962 

Notes 16,565,424 
Gold & Silver 

Coin 866,897 

199,913,121 


Banks, Commis 
d Accounts, 


» Savings 


THE WEEK’S CHANGES 
(£ thousands) 


Both Departments 


COMBINED LIABILITIES 
Note circulation ad 
Deposits : Public ......... 

Bankers’... 
Others ........ 


Total outside liabilities.. 
Capital and rest .......... 
COMBINED ASSETS 
Govt. debt and securitiest 
Discounts and advances 
Other securities 
Silver coin in issue dept. 
Gold coin and bullion 
RESERVES 
Res. of notes and coin in 
banking department... 

**Proportion”’? (reserve 
to outside liabilities in 
Bankg. dept.) 








ii Compared with | 
nm. os Last Last 
Week Year 
613,671 4,131) + 91,794 
19,243 3,438 12,603 
114,091 7,828) + 32,437 
48,574 3,697 + 12,66 
795,579 4,824 + 124273 
18,006 23;— + 10 
783, 3,490 1,726) + 369489 
3,128 145,'— 2,827 
25,351 272\+ 3,698 
511 l 199 
1,104 5 — 246000 





17,432 4 137 7,195 


9 a4 73% 


VI 
¥ 
a 


COMPARATIVE ANALYSIS* 


(£ millions) 
1939 1940 
Aug. July | July July | Aug. 
9 17 | 24 | 67 

Issue Dept. : 

Notes in circ.. 521°9 608-9 607-6 609-5) 613°7 
Notes in bank- 

ing dept. ..... 24:5 21:3; 22-6) 20-7) 166 
Govt. debt and 

securitiest.... | 299°2) 625-9 625-8) 625°9) 62671 
Other secs. .. 0:1 3-6 3-7 3-6, 33 
Silver coin .... 0-7 0:5 0:5 0:5) 05 
Gold, walued 246-4 0:2 0:2 0:2, 0:2 

at s. per f. oz. 148-50 168-00 168-00|168-00'168-00 
Deposits : 

Public ......... 31-8 56:0 30-3) 22-7) 197 
Bankers’........ 81:7 79-2 104-0) 106°3) 1141 
CREED ccnscccee 35°9 51-2 51:0; 52:3) 48°6 
Total . . 149-4 186-4 185-3) 181-3) 1627 
Bkg. Dept. ‘Secs. 

Government... 114°8 155-9, 154-1, 152-9) 1573 
Discounts, et¢ 6:0 3-0 3-1 3-3, 31 
SE eesanicts 21:5| 23-0) 22-2) 21-5] 220 
a 142:3, 181-9 179-4) 177-7) 25°2 
Banking dept. 

Feserve ......... | 25:2 22-4) 23-7) 21-6 164 

9 % ~~ /0 

“ Proportion ”’ 16-8 12-0 12:7) 11:9) 95 

* Government debt is £11,015,100; 


£14,553,000 


millions to £630 millions on June 11, 


t+ Fiduciary issue raised from 


1940. 


The f 
August 
US. | 
mail tri 
16°85-9 


Portugu 


Forw: 
% cent f 
3 Ore pt 


Montey 





940 


ND 


£ 
| 015,100 


146,922 
3,326,719 
511,19 


——__ 


),000,000 


236,758 


236,758 
r 


£ 
327,838 


, 128,441 
024,521 
152,962 
565,424 


866,897 





»913,121 


>ommis- 
ints, 
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OVERSEAS BANK RETURNS 


NOTE.—The latest returns of the Bank of Finland 
din The Economist of Dec. 9, 1939; 
orway, of Apr. 13th; Denmark and Germany of 
. 27th; Netherlands, of May 11th ; Belgium, 
May 18th 3 Roumania, of June ist; France, 
of June 8th; Bulgaria, Prague, Switzerland and 
Turkey, of June 15th; International Settlements, 
Hungary, Java, Egypt, Estonia, Mellie Iran, and 
n, of June 22nd ; Greece, Jugoslavia, Latvia 
and Lithuania, of June 29th; India, Australia, 
Argentina, New Zealand, Federal Reserve Member 
Banks and Portugal, of Aug. 3rd. 


BANK OF CANADA.—Million Can. $ 
— July ae July July 





19, " 0, 17, 

ASSETS 1939 1940 1940 1940 

+Reserve: Gold...... woe | 2084 wee ona oes 
. Other ...... 36°6 2:8 5°5 3-0 
#Securities ......++sseeeee 163°9 541-0 540°8 498-9 

LIABILITIES 

Note circulation......... 169-2 279:1 284:7 286:6 
its: Dom. Govt. 24°8 33:9 41:9 12:3 
ered banks ... 202:5 216:7 209-1 188:0 


+ Gold & foreign ex. transferred to Foreign 
Exchange Control Board against securities. 





The following official exchange rates were fixed by the Bank of England between | 
August 2nd and August 8th. (Figures in brackets are par of exchange.) 

U.S. $ (4°8623) 4:0212-0312; mail transfers, 4-0212—-0334. Can. $ (4°8623) 4-43-47; 
mail transfers 4:43-471y. Sw. fics. (25-2210) 17-70-80, Sw. kr. (18-159) 
transfers, 16°90-17°15. | 
Batavian Fl. (12-11) 7-58-62; mail transfers, 7°58-64. Bel. Congo Fr. 176lo—34. | 


1685-95. Arg. pesos (11°45) 16°90-17-13; mail 


Portuguese Esc. (110), 99-80-100-20. 


Forward Rates 
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U.S. FEDERAL RESERVE BANKS 


Million $’s 


12 U.S.F.R. BANKS —- July 


RESOURCES a 
Gold certifs. on hand 1939 1940 
8,028 18, 
8,406 18, 


and due from Treas. 13,914 1 


Total reserves ........ + | 14,272) 1 
Total cash reserves ... 349 
Total U.S. Govt. secs. 2,443 
Total bills and secs. ... 2,460 
Total resources ......... 17,430 2 


LIABILITIES 
F.R. notes in circn. ... 4,551 
Excess mr. bank res..... 4,530 


Mr. bank reserve dep. 10,509 13,863 13, 
Govt. deposits ......... 844 278 

Total deposits ......... 11,950 15,440 15, 
Total liabilities ......... 17,430! 21,779 21, 
Reserve ratio ............ 86°5% 89° 89- 


BANKS AND TREASURY : 
RESOURCES 


18, 


368 


July Aug. 
y . 


8 


1940 1940 


114 18,274 
507 18,646 
380 359 


2,450 2,450 2,446 
2,461 2,462 2,458 


1,779 21, 


744 21,839 


5,230 5,223 5,281 


6,880 6, 


Monetary gold stock .... 16,270 20,256 20 


Treas. & bk. currency 2,897 
LIABILITIES 

Money in circulation... 7,070 

Treas. cash and dep.... 3,198 


3,016 3, 
7,872 7; 


570 6,330 
565 13,286 
643 923 
535 15,596 
744 21,839 
2% 893% 


»367 20,568 


020 3,025 
854 7,929 


2,477 2,872 3,199 


EXCHANGE RATES 


Rates Fixed by Bank of England | 
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BANK OF JAPAN.—Million yen 
; c ~ July | June | June June 


> . 15, > 

ASSETS | 1939 | 1940 | 1940 1940 
Coin & bullion: Gold | 501-3) 501-3 501°3 501-3 
Other 45:0 35°7 36°8 36:7 
Foreign exch. fund ... 300°0 300:0 300-0 300-0 
Discounts and advances | 485-0 544:°0 550°3 978-5 
Government bonds ... 1741:02610-1 2482-6 2546-9 
Agencies’ accounts...... | 201°4 230:7 258-2 280°4 

LIABILITIES 

Notes issued ............ 2490 - 2.3188 -9 3220-7 3597-2 
Deposits: Government) 455-7, 673:0 581-1 595-9 
CHEE cocsee 113-0) 101-3 103-4 152-2 


SOUTH AFRICAN RESERVE BANK 
Million £’s 
July June July July — 
14, 28, 5, 12, 
ASSETS 1939 1940 1940 1940 
Gold coin and bullion 26°64 36°66 35-37 36-03 


Bills discounted ......... 5°66 1:66 1-58 1-58 
Inves. & other assets... 16°26 25°12 32:59 33-28 
LIABILITIES 


Notes in circulation .... 17:25 22-76 22:30 21-57 
Deposits: Government! 1:83 1:89 1-88 2-25 
Bankers’ ... 23:43 38-28 37:50 39-62 
Others ...... 3-99, 8:42 7:47 7-11 
Reserve ratio ..... idsesee 57-1%'52:5% 51°1% 51-1% 





PROVINCIAL BANK CLEARINGS (£ thousands) 


Working 
days :— 
Birmingham 
| Bradford 
a 
| SD. edunaxeae 
Leicester 
Liverpool ... 


Forward rates for one month have remained unchanged as follows: America, Manchester 


cent pm.-par. Canada, 12 cent pm.-par. Switzerland, 3 cents pm.-par. Sweden, 


3 Ore pm.-par. Batavia 11. cents pm.-par. 


MARKET RATES 


Par ot 
London on Exchange 

per 4 
Tallinn, Ekr.. | 18-159 141o*¢! 14lo*t|] 14lo*t] 1 
Riga, Lats. ... | 25°2212| 191g*t 191g*¢| 191g*t| 1 
Budapest, Pen. 27-82 18lo*$| 18lo*t] 18lo*t] 1 
Kovno, Lit ... | 48-66 215g*f | 213g*t| 215g*t| 2 


Aug. 2, Aug. 3, Aug. 5, Aug. 6, Aug. 7, Aug. 8 - 
1940 1940 1940 1940 1940 1940 ° | 60 days, 1132% 5 
Treasury bills : 


—-2oO 





54-1 
1454*+t Unq’'d 
19lo*t | Unq’t’d 
18 * 18 *+ 


2154*$ | Unq’t’d 


ee * 


+e th teat 


é Tr 
: 150* 150* 150* 150* 155* 155* 
Belgrade, Din. |276-3 va : > 
% 6°32 190*(g 190*(¢ 190*(g)} 190*(g)| 200*(g)| 200*(g 








Aggregate Week Aggregate 


Week 

ended January 1 to ended January 1 to 
Aug. Aug.) Aug. Aug. Aug. Aug. Aug. Aug. 
5, °39)3, ’ 40) 5, °39 | 3, °40 5,°39 3,40 5,739 3,40 

6 6 183 | 183 Newcastle 1,881) 1,233) 47,563) 42,142 


3,447 2,764, 75,709) 71,747) Nottingham | 690) 535) 15,502 13,445 


-| 1,256} 1,996) 26,567) 50,976 














1,443) 2,525] 41,144) 54,618) 9 Towns... |27780/29056,705090 816759 


858| 731| 24,794! 24,485) 














922} 894) 22,281| 23,706} Dublin...... on an nai 
154731'179379| Sheffield* .. | 1,758) 999! 33,690) 21,029 


4,936) 5,432 
12347/12946 


296799 356261' Southamptont! ... ae 1,324 


* Suburban cheque clearing discontinued Sept. 7, 1939. + Clearing begun 
May 14, 1940. 


MONEY RATES, LONDON 


The following rates remained unchanged between August 2nd and August 8th :— 


| Bank rate, 2% (changed from 3° October 26, 1939). Discount rates: Bank Bills, 
3 months, 1132% ; 4 months, lljg-113% ; 6 months, 11g-114%. 
2 months, 


l-lls0% ; 3 months, 1132%. Day-to-day money, 


14%. Short loans, 1-114%. Bank deposit rates, 12%. Discount deposits at 





call, 12% 3 at notice, 54%. 


GOLD AND SILVER 





Sofia, Lev...... 673-66 305* 305* | 305* | 305% 310* 310* TI rf , icial buyi ice f remai 168s 
, ) | | 1e Bank of England’s official buying price for gold remained at 168s. Od. per 
Helsingfors, Mk 193-23 180-200 180-200 | 180-200 | 180-200 | 180-200} 180-210 | fine ounce throughout the week. ee ; 
» Pst 9712 ag jae "i 38 | "' an “a 28 | 7 —~8 | * 8 | In the London silver market*prices per standard ounce have been as follows :— 
' 4 71g* | 714 714 714* 714 | te . Tw | > ‘ash Tw 
Madrid, Pt. ... |25-2215 38-10(b) 38-10(6)| 38-10(6)| 38-10(8)| 38-10 b)| 38 "10(b) | Date i Two eooniin Date om IT'wo Months 
43 -80(c), 43-80(c)| 43-80(c)| 43-80(c)| 43-80(c)| 43-80(c) in 4 995." 271, ian 2315 221516 
Isanbul, T | 110 510* | 510" | 510* | 510* | 510* | 510* | “US 5 2215 et ee 22134¢ 
520(b 520(b) | 520(b) | 520(6) | 520(b) | 520(b) = a 53 | 9911 snl iia a ae oe 
Athens, Dr. ... | 375 515* 515* | 515* | 515* | 515* | 515* a ins . — 
Bucharest, Lei | 813-8 | 800* 800* | 800* | s00* | 800* | 800* 
ladia, Rup. ... | $18d. [1715;- |[1715jg— |17151¢— [1 71516- |[1715ig=  |1715;6- 
. 181), 181), 18ly 18ly, 18 181, 
Kobe, Yen..... $24 -58d.)145e—15 1g! 1459—15ig!145g—1513) 145) 6- 141g—7g |1451g-15)¢ NEW YORK EXCHANGE RATES 
| | 15 
anetong, $.. t. se 1479-1519) 1479-1519) 1479-1519) 1479-1519) 1479-1519) 147 o-15 | 
Useeesees *899d.) Nominal | Nominal | Nominal | Nominal! Nominal} Nominal ug J z g. 5,| f RR 
Vi | . : | - - : 4) mina . Aug. 1, Aug. 2, Aug. 3, Aug. 5, Aug. 6, Aug. 7 
ney or | 17°38 23 99+ et a ; 99¢ | 954 95 | 95f New York on 1940 1940 1940 1940 1940 1940 * 
- fe). | . 2 - 2 - 2 - 23)»- 2 2 - ~ 
; 26! ot 261lof 261ot 26lot 261oF! 261o¢ London :— Cents Cents Cents Cents Cents Cents 
Montevideo, § it 51d. 21-24 | 21-24 | 21-24 | 21-24 |2054-2354| 21-24 “Cables ipcatanniebcsanatie 38719 386 38754 389 39414 394 
| Switzerland, Fr. ......... 74 | 22-74 | 22:74 | 22-74 | 22-74 | 22-74 
singapore, $ .. [t 28d. 281, 28116516 |281; 6-516 |28 6 |281 16-516 |28116-51¢ Italy, Lire........e.cceceeee 5-05(c) 5:05(c) 5-05 5-05(c)) 5-05(c) 5-05(c) 
Bogo 98. it . 3°g—4 35g—41g [3716-4116 |3716—~*li6 [3716-4116 3716-4 Berlin, Mark ........-.+0++ 05 40:05 40:05 | 40-05 | 40-05 | 40-05 
la, Pes, .. 6t of 6t 6¢ 6t 6¢ Stockholm, Kr. ......+-+ 87 | 23-87 | 23-87 | 23-87 | 23-84(b)| 23-81 
a | Montreal, Can. $ ........ 7:750 87-625 87-000 87-000 | 87:000 86:°750 
Japan, Yen ‘ 48 | 23°48 = 23°48 =| 23°48 | 23°48 | 23°48 
* Sellers. t Nominal. t Pence per unit of local currency. Shanghai, $ 03. +> 95 5> 93 > 73 = a7 a ~. 
; (6) Official rate for payment at the Bank of England for Clearing Offices. Se oe sate) - "5 = “Ss iar “5 io” “5 io” “g 10" 
¢) Voluntary rate for payment at the Bank of England. (e) 90 days. 7 —— = : 
(g) Trade payments rate. ¢ Official buying rate 29-78. (b) Offered. (c) Nominal. 
AMERICAN WHOLESALE PRICES 
July 31, Aug. 7, July 31, Aug. 7, MISCELLANEOUS (per Ib.) July 31, Aug. 7, 
GRAINS er & 10 = 40 METALS ( ib.) 1940 1940 —cont. 1940 1940 
er bushel) — sents ents per lb.)—cont. Cents Cents : . . . 
Wheat, Chicago, Sept... 75a 74 Spelter, East St. Louis, spot .. 6°25 6°25 re Mid-cont. crude Cents <n 
» Winnipeg, Oct. ......... 713g 73 MISCELLANEOUS (per ib.)— SAE SEES Ptecasnsnvecnnewerees _ — 
Gisize, Chicago, Sept............. 621g 617, Cocoa, N.Y., Accra, Sept....... 3°97 4:06 Rubber, N.Y., smkd. sheet spot 1954 1912 
Rye. Guuicago, MEG echdyexayan 30 295g Coffee, N.Y., cash— Do. — do. Sept. 191g 1914 
ec Wie! SG nibsaitianhuns 441; 42! Rio, No. 7 aie 514 514 Sugar, N.Y., Cuban Cent., 
MET ey, Winnipeg, Oct. ......... 337g 34 Santos, No. 4 7-00 673 ee 2°63 2°63 
ALS (per Ib.)— 7 ‘ Cotton, N.Y., Am. mid., spot 10-39 10-22 Sugar, N.Y., 96 deg., No. 4, 
Tie Ny anecticut a ee 11 50 ll 50 Cotton, Am. mid., Aug. ......... 9°54 9-47 {.0.6. Cuba, Sept. ............ 0-911». 0:76lg 
» N.Y¥., Straits, spot ......... 52°75 52°12 Cotton Oil, N.Y., Sept. ......... 5-96 5-62 Moody's Index of staple com- 
sab dds ddossetesee 5-00 4°85 Lard, Chicago, Sept. ........... a 5° 5-121 modities, Dec.31, 1931=100 151-6 150°7 
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(a) Interim dividend. 


) Worked on 2210% basis. 


1946. 


(D) Yield based on 751 12% of coupon. 


(6) Final dividend, 


(a) Yield on 412% basis. 





(¢) Annas per share. 


cash dividend 10 per cent. out of capital reserve. 


(p) Yield worked on a 2!2 per cent. basis. 


(c) Last two yearty dividends. 


: Prices. Ch’ : | Prices, 
Prices, Jan. 1 to Price, ge Yield || Jan. 1 to Last two 
Year 1939 Aug. 7, 1940 Name of Security 7 Sale Aug. 7, | Aug. 7, 1940 Dividends 
High | Low. High | Low 1940 31 1940 || “High | Low a) © 
| British Funds £ 8. d. || | % 
711g 61 | 7634 681g || Consols 212% ......... 7314 3 8 5 || 34/6 20/- is ce 12 ¢| 
107ig | 98 1105, 1031, Do. 4% (aft. 1957) ... | 108 314 1; 54/9 33/9 t7lob| t2lea 
one 98354 98lo Conv. 2% 1943-45 9858 2! 47/6 26/- l2loc l2loc 
9634 901g | 10012 951lo Do. 212% 1944—49 ... 99 : 213 9 39/- 17/6 10126 4a 
991g 927g | 103 97354 Do. 3% 1948-53 ... 101 lg4i 217 2|| 24/3 11/6 5126 2loa 
9912 | 87 10214 94 Do. 312% % after 1961 10014 310 4f|| 21/1012, 9/6 4a 6 6b 
1121, 10334 112 10712 Do. 5% 1944-64 son 1091, 214 6 
8714 7954 || 9234 865g Fund. 212% 1956-61 91 41i3 28 8/101p 2/6 Nil Nil 
935, 8734 981lo 92 Fund. 234% 1952-57 97 +1 3 0 0 38/6 | 21/3 5 a 5 b 
951g | 87lo 991o 95 Fund. 3% 1959-69 ... 9710 t+ lo 3 3 2 jj 39/1019} 20/3 7 « 2loa 
10912 10019 || 11334 1053, Fund. 4% 1960-90 _ 111 3 § 7 35/9 23/119 2loa 5 6 
9914 9434 102 98%16 Nat. D. 212% 1944-48 101 lg 2 8 5k 24/419) 11/9 Nil c Tloc 
967, 9llg 10134 951g Do. 3% 1954-58 ... 1009 4.219 4 61/3 42/6 T10 c¢ T8lec 
ino aa 10054 100 War Bds. 212% 1945-47 1005, 1 - 
1085g | 102 llllg | 10513,)g, Victory Bonds 4% ... | 11014 4'3 5 9 
aoe 200 1007, 98 War L. 3% 1955-59... 100 219 2 43/llo) 26/3 20 ¢ 10 ¢ 
9873 86 1015, 931g War. L. 312% af. 1952 9954 310 5f\|| 92/6 66/3 5 a 15 6b 
837, 73 891g 8014 Local Loans 3% ...... 851: 310 4 69/- 46/3 5 a 10 b 
99 91 100 97lo Austria oo 1933-53... 98 345 20/- 11/6 12106 Tiga 
64 55lo Tila 5934 India 21» 67 314 3 33/9 16/3 10 « 10 €¢ 
90 78 9714 8214 Do. 31.‘ os 9134 316 5 83/- 52/6 20 ¢« 20 ¢ 
11514 | 1042 115 10514 Do. 412% > 1958-68... 1091 316 0 
Dom. é Col. Govts. 38/3 23/6 3 a 5 6 
10614 95 1071, 101 Austrla. 5% 1945-75... 102 411 6 42/6 20/6 l0loc 10loc¢ 
1121, 103 1107, 106 Nigeria 5% 1950-60 107 a oe 27/- 18/- 2l2a 312 b 
10312 92 10578 100 N. Zealand 5% 1946 101 414 8 18/3 11/6 1";9d 214 a 
110 102 10812 103 S. Africa 5% 1945-75 104 40 5 8310 29 4 b 
Corporation Stocks 32/6 | 23/6 2l2a 5 6b 
Illlg 104 11014 104 Bir’fham 5%- 1946-56 105 43 0 21/- 12/- 2106 Nila 
815g 72 85 78 di. cosseeximese 79xd 4/3 25 il 31/4 17/6 2loa 4lo6 
93%6 8612 94lp 87lo Liverpool 3% 1954-64 91 312 4 42/3 22/- 6 b 3 @ 
10254 95 104 97 Middx. 312% 1957-62 981; 313 4 38/712, 24/- 2lo a 5106 
Foreign Governments 39/6 | 24/- 5 b 3 a 
Olle 7334 9234 7714 | Argen. 410% Stg. Bds. 79 $13 2 
651g 34 58lo | 22 Austria 412% 1934-59 | 30 5 11 5 O! 
95 50 64 25 Belgian 4% (36) 1970 * ita 17/6 7/6 30 « 15 « 
231g 612 3512 20 Brazil 5% Fd. 1914... 25 ; 10 O Op) 16/412 6/- 7lo 6 4a 
19 u 23 u Chile 6% (1929) ...... 12 1 12 10 On 36/3 | 17/3 1210 « 1210 «¢ 
5512 2319 4514 12 China 5% (1913) ...... 18 - aa 16/9 7/- T15) oc} K12le 
72 30 63 25 Czecho-Slovakia 8%... * ; 18/71} 12/41 5 ¢ 6 ¢ 
8614 58 7934 50lo |, Egypt Unified 4% ... 55 3 7 3s 15/7ioi  6/={ 17125, 15 a 
1213 9 1019 » French 4% (British) ... * 60/712, 39/412) 12196) 2loa 
4 753 5 German Dawes 5% 5 88/3 28/9 25 c| 20 « 
331g 3 6le 334 Do. Young Ln. 412% 4 : 27/712 16/9 45 c @ ¢ 
30 15 24lo 212 Greek 6% Stab. Ln.... * Sea 4215. 21g 5S @ 1 & 
3519 15 25 17 Hungary 712% __...... 10\oxd 414 12/354, 6/- 2212 ¢, 25 ¢ 
6ll2 33 65 44 Japan 512% 1930 ..... * 
22/712, 12/3 4 « S «¢ 
>= : . 23/9, 13/6 4106} 2 a 
aaa Last two Price, Ch 8 Yield 20/- 13/- es 5 « 
Aug. 7, 1940 Dividends Name of Security a-- —— Aug. 7, 10/9 4/- Nil c Nil <« 
High | Low (a) (b) (c) 1940 31 1940 16/71 5/9 > « ea 
% | % Railways Ls. d. 27/3 14/- 264 4 b 
10 3l, Nil Nil B.A. Gt. Sthn. Ord. ... 4 Nil 32/1019, 20/- 2loa 7lob 
Ql, 473 Nil | Nil Can. Pac. Com. $25... * ; 3/1114) 2/3 4 a 6 b 
52 22 3lec llga Gt. Western Ord....... 28 1210 O 34/9 | 20/- 4a 6 b 
80 3412 5 ¢ 2l2a LNER 5% Pref. 1955 50 10 0 O 3/3 1/72 9 ¢ S « 
60 20 4c 2 @e| Do. 4% le Pf. ...... 311 1214 0 
24 a Nil c Lie cl) L.MLS. Ord. —..cccccce ll 13 0 O 60/334 23/1 20 ¢ 5 ¢ 
6012 2112 4c 2a 4h A. 32 l 12 6 O 27 7p 14/6 17125, Il2lea 
7012 35 26 2a BN ic it enon 48 8 6 9 73/6 35/- 5 a 16 b 
6514 24 lls c 34a Lon. Trans. “‘C” 30 5 0 0O || 81/1012! 28/9 420 ¢« 5 Cc 
22 7 Nil c 1l14¢ Southern Def. ......... 934 , 12 16 O 80/- 45/6 Ji2b Tioga 
79 3519 > «€ 22a Do. 5% Pf. Ord. ... 47 l 10 12 9 
104 581o 2lz4 Bia Bi EPO. SH Bl....000000000- 78 6 8 0 62/6 38/9 Tlz2a Tlob 
Banks and Discount 44/3 23/9 5 a 5 5b 
67/9 51/- 10 6 7lg a Alexanders £2, £1 pd. 526 16,613 6 44/6 27/6 -m29 ¢ 30°% 
34219 31612 6 a 6 6 Bank of England...... 325 3 13 10 56/- 28/9 4a Blob 
£51 £43le 8 c¢ 8 c¢ Bkof Montreal $100... * mm . 107/6 53/llo 420 c| t19lgc 
30/9 19/- 5 a 5 »b Bk. of N. Zealand £1 21/3 13 710 Ye 60/- 42/6 7 a 10 6 
73/3 46 6 7 6b 7 a Barclays Bank £1 63 - i 48 9 52/6 32/6 12106 Jloa 
9lo 5l4 5 a 5 6 Chtd. of India £5...... 6 7 $ 8 65lo 27 4 ¢ 4 ¢ 
52/- 45/- 5 b 5 a District B. £1 fy. pd. 47/6 ; 440 6316 31g 15 b 11234 
£95 £52 212 6 £210 a Hongkong and S $125 £62 £4'8 0 0 38/9 19/9 9 c 12 « 
54/6 30/- 6 b 6 a Lloyds £5, £1 pd....... 416 2-515 9 10/11 4/- 5 c| Nil « 
834 517; 7Tlob 7loa Martins £20, Bi 2 pd 6 5 13 3 28/3 16/3 15 a 25 b 
85/- 68 /- 8 b 8 a Midland £1, fy. pd... 75,6 6d 4 410 6316 314 Tina 20 b 
55g + 5 6b 5 a Nat. Dis. £2) fy. pd. 1 ; 5 8 0 28/6 17/- 25 6 15 a 
3219 2318 8 a 8 6) N.ofInd. £25, £12lopd 255, 1 715 6 93/9 64/4 20 6b 5 a 
69/9 39/- 7iob 712 a) Nat. Prov. £5, £1 pd. 50 - 26\'6 0 0 40/6 26/- 5S «a 5 b 
444 385 Blob 8loa Royal Bk. of Scotland 395 46 0 33/934 17/6 3 a 5 6b 
48/6 29/- 6146 354a | Union Discount £1... 35 - 1/33;5 14 3 13/9 5/- 5 c Nil ¢ 
85/- 46/- 9 b 9 a, Westmrr. £4, £1 pd.... 62/- 16 516 0 61lz, 3516 «t1510b t7loa 
Insurance $499;¢| $3014 | $2°25c¢ $2-00< 
243, 1534 40 a 50 ©} Alliance £1, fully pd. 19 1 414 8 12/3 9/- 5 a 7 6b 
131g 3g 4/6 a 6/- b Atlas £5, £114 pd. 8 6 0 9 34/3 15/- 454 a 5146 
165 82539 25 6| ¢2212a Pearl (£1), fy. pd. ... l 4|4 4 6F 32/9 24/6 20 ci 10 « 
15516 9516 6/- a 6/- 6 Phenix £1, fy. pd. ... 10 514 0 87/6 67/6 § a 15 6 
2835 6l4t +84-075c Prudential {1A ...... 20 4 4 OT) 54/41.) 25/- 15 a 23lz36 
Bl, 5 11 a) 19 6b Royal Exchange £1... 634 48 8 4la9 254 5 a 12126 
7 414 T10 5 1354a@ SunLf. Ass. £1 fy. pd. 5 510 O 87/6 45/- 1219 b Tiga 
Investment Trusts 23/712, («13/9 4a 6 6 
498 475 11 a 14 6) Alliance Trust ......... 475 sis 9 2a 7/6 12/6 15 6b 3 a 
1871, 180 3loa 81o6 Anglo-Amer. Deb. ... 180 613 4 61/6 36/3 2lz2a 12196 
188 153 6 6b 4 a Debenture Corp. Stk. 150 4 613 6 57/9 5/- 10 6b 3loa 
187 165 5 a 8 5b Invest. Trust Def. 165 5 717 6 45/6 29/6 5 b 5 a 
16512 139 3 a 7 6 Trustees Corp. Ord.... | 147 615 0 26/3 16/- 25 c 2 ¢ 
175 14019 6 b| 4 a@ United States Deb.... 152 2/611 0 96/9 59/9 13346 10 a 
Breweries, &c. x 68/- 41/3 11146 354 
125/6 96/3 20 56 +5 a Bass Ratcliff Ord. £1.. | 105/- 6¢'415 2t| 52/6 38/9 7126 5 a 
57/6 36/3 6 ai 11 6 Courage Ord. £1...... 45 1/3; 711 2 28/3 15/- 2212 c 28lgo0 
70/3 46/- 6144a 10 6b Distillers Ord. £1 556 517 0 66/3 38/9 50 b 20 a 
83/- 45/- 14 6 11 a@ Guinness Ord. {1 . 607 Jiod} 8 5 O 
76/6 47/- 16 6b Jiga Ind, Coope & Allp. {i 62/6 78 5 65/712 26/3 9 «¢ 9 c¢ 
52/9 30/6 6 a ll 6b Watney Combe Def. £1) 45,-xd +22 711 0O 11/9 6/3 i3l9a\ i3lob 
| Iron, Coal and Steel 51/3 22/6 10 6b 334 
6/6 3/-{ 10 c| 10 c¢| Baldwins 4/- .......... 39 10 13 3 15 lll» 95 b 95 a 
34/7lp | 13/1lp t5 a t10 b&b Brown(J.) Ord. 10/-... 20/- 710 Of 8l4 2l7z0| Nil cl Nil « 
8/9 3/6 4a 6 5) Cammell Laird 5/-... 5- 3d (10 O O 41/634 25/3 lllgd6 lllga 
24/712 11/3 3 a 5 6 Colvilles Ord. £1... 15/7 10 4 0 11516 55g 25 6b 25 a 
28/lln 12/6 10 ¢ 10 c¢ Dorman Long Ord. £1 15/7 12 16 0 16/- q/- 5 b 10 a 
26/lilg 13/6 t2\2a\ t4 6 Guest Keen &c.Ord.£1 20/7 Tiod| 6 © OF 101, 678 75 6 75 @ 
27/9 13/119 15 6b 7ioa Hadfields 10/- ......... 17 6xd 9d 1217 0 Tllig 5 2/6a 5/66 
22/712 11/3 2a 512 6 Powell Duffryn £i 12.6 oe 88/9 30/- Nil Nil 


THE ECONOMIST 


(d) Worked on 9% basis. 


(j) Yield worked to average redemption—end 1960. 
‘(m) Including bonus of 5% free of tax. ( 


n) Yield on 1°523% basis. 


(q) Worked on 65% 


August 10, 194) 


LONDON ACTIVE SECURITY PRICES AND YIELDj 


Ailowance is made for net interest accrued, and for redemption for fixed interest stocks and for changes in interim dividends for ordinary stocks. 
Dealing in stocks marked * suspended by Treasury Order. 


Name of Security 


fron, Coal, &c.—cont. 
S. Durham Ord. £1 ... 
Staveley Coal, etc. £1 
Stewarts & Lloyds £1 
Swan, Hunter {1 
Un. Steel Cos. Ord. £1 
Vickers 10/— .......000. 
Textiles 

Brit. Celanese 10/- 

Coats, J.& P. £1 
Courtaulds £1 ......... 
English Swg. Ctn. £1 
Lancs. Cotton Corp £4 
Patons & Baldwins £1 


Electrical Manufactg. 
Associated Elec. £1 ... 
British Insulated £1 ... 
Callenders £1 .....000. 
Crompton Park. A 5/- 
English Electric £1 
General Electric £1 ... 
Gas and Electricity 
Clyde Valley Elec. £1 
County of London £1 
Edmundsons {1 ...... 
Gas Light & C. £1... 
Imp. Cont. Gas Stk. ... 
Lancashire Elec. £1 ... 
London Ass. Elec. £1 
North-East Elec. £1... 
Northmet Power £1 ... 
Scottish Power £1...... 
Yorkshire Electric £1 
Motor, Cycle and 
Aircraft 
IAs iicansesnancas 
Bristol Aero. 10/-... 
De Havilland Air. £1 
Fairey Aviation 10/-... 
Ford Motors {1 ...... 
Hawker Siddeley (5/—) 
SMNOOR EEE)  scscccece 
Leyland Motors {1 . 
Morris Motors 5/— Ord. 
Rolls-Royce £1 
Standard Motor 5/- ... 
Shipping 
Furness, Withy £1 
Ps BEEP, Bs Bac esnccece 
Royal Mail Lines £1... 
Union Castle Ord. £1 
Tea and Rubber 
Allied Sumatra {1 
Anglo-Dutch £1 
Jokai (Assam) {1 ...... 
London Asiatic 2/- ... 
Rubber Trust {1 ...... 
United Serdang 2/- 
Oil 
Anglo-Iranian {1 
Apex (Trinidad) 5/-... 
Burmah Oil £1 
Shell Transport {1 .. 
Trinidad Leasehlds {i 
Miscellaneous 
Assoc. P. Cement £1 
Barker (John) £1 
Boots Pure Drug 5/-... 
Brit. Aluminium £1... 
Brit.-Amer. Tob. £1... 
British Oxygen £1 
Brockhouse (J.) £1 
Cable & Wir. Hdg. .. 
Carreras ‘A’ Ord. £1 
Dunlop £1 
Elec. & Mus. Ind. 10/- 
Ever Ready Co. 5/- ... 
Gallaher Ltd. Ord. £1 
Gestetner (D.) 5/- 
Harrison & Cros.Df. fl 
Harrods {1 . 
Imp. Chem. Ord. thw 
Imp. Smelting £1...... 
Imp. Tobacco £1 
Inter. Nickel n.p. ...... 
International Tea 5/- 
Lever & Unilever £1... 
London Brick £1 
Lyons (J.) Ord. £1 ... 
Marks & Spen. ‘ A’ 5/- 
Metal Box £1 ......... 
Murex £1 Ord. ......... 
Pinchin Johnson 10/- 
Ranks Ord. 5/- 
Spillers Ord. £1 
Tate and Lyle £1 
Tilling, Thos. £1 
Triplex Safety G. 10/- 
Tube Investments £1 
Turner & Newall £1... 
United Dairies £1...... 
United Molasses 6/8... 
Woolworth Ord. 5/-... 
Mines 
Ashanti Goldfields 4/- 
Burma Corp. Rs.9 ... 
Cons, Glds. of S. Af. £1 
Crown Mines 10/- _. 
De Beers (Def.) £219 2 
Randfontein {1 
Rhokana Corp. {1 . 
Roan Antelope Cpr. 5/. - 
Sub Nigel 10/— ......... 
Union Cp. 12/6 fy. pd. 
W. Witwatersrand 10/- 


Price, 
Aug. 


7, 
_1940 
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38/9 


34/410 


23/9 


16/10}; 
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. Year Total 
Company Ending Profit 
4 
Breweries 
Clarkson’s Old Br. ...... | June 30 | 47,120 
Friary Holroyd .. June 30| 328,715 
Tamplin and Sons ...... Apr. 30! 377,676 
Watney Combe Reid June 30 | 2,549,290 
Wells’ Watford Brew. Apr. 30 | 10,330 
Rubber | 
Telogoredjo Ss sees Dec. 31 | 58,948 
Travancore ........5. Dec, 31 12,805 
Shipping 
Furness Withy ............ Apr. 30 618,651 
Tenkers, Ltd. ........ Mar. 31 | 22,045 
Textiles 
Tootal Broadhurst Lee... | June 30 264,429 
Trusts 
Edinburgh and Dundee June 30 150,810 
Other Companies 
Brit. Coated Bd. & ane Mar. 31) Dr. 8,516 
Eagle Transfer ......... June 30 10,122 
EM, cecessseess May 31 136,261 
Fowler, D. and J... Mar. 31 10,138 
Gale Lister Feb. 29 34,663 
Olympia, Ltd. ......... Dec. 31 2,285 
Owen and Robinson May 31 13,139 
Wolseley Sheep Shearing! Dec. 31 12,923 
Totals (£,'000's) : No.ofCos. 
Week to Aug. 10, 1940 19 4,652 
Jan. 1 to Aug. 10, 1940 1,513 305,372 


THE ECONOMIST 


THE WEEK’S COMPANY RESULTS 


Deprecia- 
tion, etc. 


& 
1,732 


21,666 
230,618 
1.785 


300,000 


891 
4,36] 


501 
24,814 


: Appropriation 
Net Profit ss : 
after Deb. Distribu- Difference 
Interest tio Pref. Ord. Rate To Free in Carry Total 
en Div. Div. Reserves Forward Profit 
| (+ or —) ‘ 
| ow eet 
£ £ £ | £ | £ £ £ 
| | 
14,303 | 21,947 | 3,900 | 6,500 10 ia | 3,903 41,790 | 
133,937 | 160,203 || 20,936 | 77,018 | 13 40,000 | — 4,017 || 283,755 | 
55,710 | 90,291 || 38,400] 11,218} 8 5,000 | 1,092 365,846 | 
1,055,433 | 1,365,021 || 211,663 | 541,520 | 17 300,000 | 2,250 || 2,491,413 | 1, 
3,061 8,836 2,796 |  . a by 265 8,619 
| 
18,635 | 36,858 15,439 | 2 oni 3,196 50,579 
6,283 16,928 3,836 8 2,000 447 11,051 | 
218,651 407,079 I| 45,000 172,500 5 1,151 505,121 
Dr. 183 5,147 | ans | koi | . — 183 33,456 
117,237 240,302 12,000 | 63,668 12 65,000 | — 23,431 250,256 
10,109 62,104 19,546 21,896 7 1,333 138,774 
Dr.14,420 | Dr.22,797 ‘ cae sited 14,420 Dr. 7,585 | D 
5,422 8,179 3,019 7 2,000 403 10,032 
42,670 70,306 13,256 71 30,000 | 586 56,154 
5,988 14,225 8,250 ; ina nea 2,262 7,973 
9,091 13,373 5,390 | 12 4,000 . 60 19,397 
Dr .43,492 5,743 ene ae ie aes 43,492 94,236 
5,844 18,196 2,100 3,500 10t 244 10,198 
7,862 18,638 sae 6,325 ll 1,537 13,315 
1,682 2,541 365 945 448 76 4,384 
166,729 236,740 36,673 102,854 19,704 7,498 280,532 


+ Free of tax. 


203 


Preceding Year 


Net Ord. 
Profit Div. 
£ | % 
10,442 10 

138,140 | 13 
59,875 | 10 
105.195 | 18 
2,921! ... 
9,509 219 
7,478 8 
205,121 4 
23,375 
153,158 1215 
48,960 71, 
r. 8,377 
6,832 10 
54,967 Tio 
3,761 
12,321 15 
36,938 
5,354 8t 
12,527 10 
1,888 
169,843 


Dividend Announcements, Overseas Weekly Traffic Receipts and Unit Trust Prices will be found on page 204. 





BRITISH WHOLESALE PRICES 


July 30, Aug. 6, 
1940 1940 
CEREALS AND MEAT 
GRAIN, etc.— 

Wheat— a a 
No. 1, N.Mt. 496 Ib. f.0.b.Mt. 30 6 30 6 
Eng. Gaz. av., per cwt. ....... 7 6 14 6 

Flour, per 280 lb,— 

Straights, d/d London......... 25 6 25 6 
Barley, Eng. Gaz., av., percwt. 17 3 16 6 
Oats it 8 2 3 
Maize, La Plata, 480 ‘ib. f.0. b. 13 9 3 41 
Rice, Burma, No. 2, per cwt. f.o.b. 9 6 > 6 


MEAT—Beef, per 8 lb.— 


English long sides.............. { : : : 2 
Imported hinds ..............++. f 5 4 5S 4 
» ; . 4 4 4 4 
Mutton, per 8 lb.—English ... 1 8 0 8 0 
Reo casiitikeiaeies 14 44 
Pork, English, per 8 Ib. ......... 8 0 8 O 
BACON (per cwt.)—Wilts. cutside 113 6 113 6 
HAMS (per cwt.)—Green ......... 118 6 118 6 
OTHER FOODS 
BUTTER (per cwt.)—All Grades 143 0 143 O 
CHEESE (per cwt.)— 
Home Produced ........sscsessseeee 121 121 4 
a 8 0 85 O 
COCOA (per cwt.)— 
355 «=O 55 (OO 
I acerca abcedsaeeenkaasnen 36 0 36 OO 
. - 55 0 
lit nctnicumigcunahiivemedps 59 0 59 0 
COFFEE (per cwt.)— 
NN GUE. ©. BL, cccescsicescens 44 0 44 0 
Costa Rica, medium to good ... { a = ; 
EGGS (per 120)—English (Std.)... 25 0 25 0 
D per cwt.)—Imported ...... 64 0 64 0 
POTATOES (per cwt.)— 
: y 5 0 5 @ 
sors caducccieenans { 6 6 in 
SUGAR (per cwt.)— 
Centrifugals, 96°, prpt. shipm. 
cif. U.K./Cont. .....cseeeesseee 7 6 7 6 
REFINED L ondon— 
Granulated, 2 cwt. bags ...... 3610 36 10 
West India Crystallised ...... 7 z . ; 
TOBACCO (per lb.)— 
I stemmed and un- 0 7 0 7 
EC hccndabtiaaceovesuneteien 24 2 4 
Rhodesian, stemmed and un- 1 0 i @ 
POS cocccccoccscscessccseccees 2 6 a © 
TEXTILES 
COTTON (per Ib.)— d. d. 
iw, Mid-American ..........++++ 7°87 7:74 
a GE, TPABLI, igcsocaceosence 11-46 11°56 
Vatns, 32°s Twist ........cccccccees 14:26 14°25 
» Un, re 15°51 15-50 
» 60's Twist (Egyptian) .. 26°35 26:35 


Cloth, 32 in. Printers, 116 yds. s. d. 's. di 
24 0 24 0 


16 x 16, 32’s & 50’s .. 


(6)+ 5s. per ton net paper bags or jute sacks, charged 1s. 9d., credited 1s. 6d. on return. 


(e) Including import duty and delivery charges. 


July 30, —_ 6, 
COTTON—continued. 1940 1940 
Cloth, 36 in. Shirtings, 75 yds., ae & aw ¢& 


19 x 19, 32’s & 40’s... 35 0O 355 (0 
» 38 in. ditto, 38 yds., 
ey to ee 3s 3 13 2 
» 39 in. ditto, 3712 yds., 
BG X 15, GAG Boiccccccecs os, 223 
FLAX (per ton)— i t. / -% 
I MEE cnes cnpcaceeesesecodcacs 200 0 200 0 
I Ss cs csndasanneseneheasace 180 0 180 0 
HEMP (per ton)—Manilla, spot“‘J2” 26/0/0 26/0,0 
JUTE (per ton)— 
Native Ist mks., c.i.f. London 27/10/0 26/10/0 
—— 2/3, c.if. Dundee, 
Sept. Oct. (new) ‘dbadiaieeadieienid 27/00 26/5/0 
SISAL (per ton)—African,Aug.-Oct. £ s. 7 
sendebecdsncensedoenepecessene 26 O 26 O 
SILK toee Ib.)— s & . d, 
14 0 14 O 
FOOD scccannveccevasconcsccscesénecess { 746 14.0 
SIE i nccutvanscetecsesvesnasens 15 9 5 9 
WOOL (per lb.) — d. d. 
Lincoln wethers, washed ......... 19 19 
Selected blackfaced, greasy ...... 14 14 
Australian scrd. fleece, 70’s ..... 35 35 
Cape scrd. average snow white 28 28 
N.Z. serd. 2nd pieces, 50-56’s 23 23 
Tops— 
ED hivnccdnnxtncccecesccees 42 42 
5$6’9 super Carded...ccccccccceces 3654 36 
48’s average carded ............ 2914 291 
QO QIBOE. i ivccccecvessccssess 28 28 
MINERALS al ial 
COAL (per ton)— 8 3 (28 3 
Welsh, best Admiralty ............ { 239 «#228 9 
Durham, best gas, f.o.b. Tyne 23 23 6 


IRON AND STEEL (per ton)— 


Pig, Cleveland No. 3, d/d ....... 120 0 120 0 
Bars, Middlesbrough ............. 302 6 +4302 6 
Steel rails, heavy .........0ce.eeeee 255 6 2355 6 
Tinplates (home, i.c. 14x20)... 26 0 26 0 
NON-FERROUS METALS (per sation 
Copper (d)—Electrolytic.......... 62/0/0 : 62 we : 
: 68/10/0 266/10/¢ 
Tin—Standard cash ............+6- fe 7 0 266/15/0 
268/0/0 266/10/0 
“FROS SRR cceccccccsceces 268/5'0 267/0/0 
Lead (e)—Soft foreign, cash 25/0/0 25/0/0 
Spelter (e)—G.O.B., spot......... 25/15/0 25/15/0 
Aluminium, ingots and bars .... a. 0 e = . : 
r : 190 /0/0 ( 
Nickel, home delivery ............ 195/00 195/0/0 
. . 98/00 900 
Antimony, Chinese ...........00++ 99 ° : 92:0 z 
Wolfram, Chinese ...... per unit iui asin 
Platinum, refined ......... per oz. 9/100 9/10/0 
ee 58/0/0 
Quicksilver ......... per 76 lb. 60/0/0 \54 10/0. 
 ¢& a, <¢, 
GOLD, per fine ounce .............. 168 0 168 O 
SILVER (per ounce)— . 
Ny deaitndennniadacnsnebrenenescnvics 1 105g 1/11 


(c) Higher Pool prices in some zones. 


July 30, Aug. 6, 
1940 1940 


MISCELLANEOUS 
CEMENT, best Eng. Portland, d/d site, London area, 


in paper bags or jute sacks 20 to 


4-ton loads and upwards per ton 
CHEMICALS— 
Acid, Oxalic, net ......... per ton 


»» Tartaric, English, less 5% 


Ammonia, Sulphate ... per ton 
Nitrate of Soda ......... per ton 
Potash, Sulphate ...... per ton 
Sede BieatB.. .c.cccc0e. per ton 
SD iiticksitenesexens per ton 


COPRA (per ton)—S.D. Straits, c.i.f. 


HIDES (per Ib.)— 
Wet salted Austra- 
lian, Queensland 
Cape, Jo’burg Ord. 
Dry Capes, 18/20 lb. 
English & Welsh Market Hides— 


Best heavy ox and heifer ssnnetl 


LEATHER (per lb.) — 
Sole Bends, 8/14 Ib. ...........++.+ 


Shoulders 


\40 50 Ib. 


Insole Bellies 


Dressing Hides 


PETROLEUM PRODUCTS (per gal.) 
Motor Spirit, England & Wales 
(c) Kerosene, Burning Oil 

Vaporising Oil . 
(c) Automatic gas oil, in bulk, 
ex road tank waggons 
Fuel oil, in bulk, ex 
Thames— 
POMEEGicccccecccececccceccceess 
Diesel 


ROSIN (per ton)—American 


RUBBER (per lb.)— 
St. ribbed smoked sheet 


SHELLAC (per cwt.)—TN Orange 


instal. 


TALLOW(per cwt.)London Town— 22 10 


VEGETABLE OILS (per ton net)— 
Linseed, raw 
Rape, crude 
Cotton-seed, crude 






Oil Cakes, Linseed, Indian...... 
Oil Seeds, Linseed— 
9 


ton—(b) 


. & a .<¢, 
44 6 44 6 
60/0/0 60/0/0 
s. d. s. d. 
1 612 1 6lg 
9/6/0 9/6/0 
9/10/0 9/10/0 
11/18/0 11/18/0 
10/15/0 10/15/0 
11/0/0 11/0/0 
5/5/0 5/5/0 
5/100 5/10/0 
12/150 12/15/0 
s &  & 
0 4 0 ly 
0 4 0 45g 
0 6 0 57g 
0 7 0 7 
0 8 0 833 
1 9 1 8 
> © 5 O 
= 1 O 
1 10 110 
0 9 0 9 
3 l 2 
5 3) 110 
a3 2 2 
1 8 8 
0 10 0 101, 
0 1054 O 103% 
5 1 5lg 
0 714 O Tl 
0 8 0 8 
25/0/0 25/0/0 
30/0/0 30/0/0 
s. 4, $ & 
y oe 4’ @ 
80 0 80 0 
22 10 
44/0'0 44/0/0 
44/50 44/5/0 
31/2/6 31/2/6 
28/2/6 28/2/6 
18/15/0 18/15/0 
7/5/0 7/5/0 
16/12/6 16/12/6 


(d) Price is at buyers’ premises. 
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DIVIDEND ANNOUNCEMENTS 


Rates are actual unless stated per annum or in cash per share. 


Rate for previous year is total dividend, unless marked 


by asterisk to indicate interim dividend. 


*Int. a *Int. — i | *Int. { 
Company or | Total or sl Company or | Total ~ — : Company or Total a Prey, 
tFinal tFinal a car tFinal | able Year 
BANKS | % . 0% % | ~% | le 
Comm. Bk. Australia |. Tie Tlie Cornercroft .........+4 ot 15 , 15(d) Liverpool Dly. P....... 10* | |Aug. 31 10 
Comm. Bkg. of Sydney} Sat Jl il 7 ee Sec inpsta jut "% Sept. 2 2 ee I is 2i2t} 5 len | 5 
| Po RES EERE se eres «2 eee an C eee | eee ee | 
TEA AND RUBBER | Engineerg.Compnnts.| 10* | ... |Aug. 13) 10* Perry & Co,':........... 219%) ... od - 
Anglo-Java Rbr. ...... + 2 ET scsnscknnsresse 3*t) a sae 3*t Richardsons Westg’th a 71 | 7 
Deltenne (Ceylon) Tea 3 5 OGRE ...00ccvsescse0 00 a 71 71 Sec. Clydesdale Inv. | 3+ 5 5° 
Kawie (Java) Rbr. 71, 5 Friary Holroyd .... __ 8t 13 a 13 Sec. Scottish Am, Tr. 6* ' Sept. 2 6t 
MINING Hillhesd Hughes. | 42. was Soe o| = ‘ 
. | Ssseee | re ; Lug. 1-¢ Spratt’s Patent. ” . 
BERIBOR occcccvcscccccsc0e 5* | 15(a 20(d) Holes sty I eeabanere 10t 15 | Sept. 2 7 Tilling-Stevens 10 = 
| lett, Sir J.i.. ...... _ Tlote a 7 Tootal Broadh’st Lee 5 12 . 
INDUSTRIALS | Humber Graving Dk. 2* te Aug. 30 2* Viscose Bevdlens’t... 3* as sie = 
Batchelor’s Peas ...... | ses 15 15 Hunters (Teamen) ... sain 10+ ; 8lgt Walker (P.) R. Cain.. 2* ; Aug. 31) 
Belfast Ropework 4t 7(c) 5 Seen Se 1854t| 31 9 Watney Combe Reid lilt 17 vi 18 
Caledonian Trust 21o*] ... 2!2* Kelsalland Kemp ... 5t 10 71: Young Accum. : 5 5 
¢ Free of tax. (a) Two interim dividends. (6) Total for year. On larger capital. (d) On smaller capital. 


————_———————————————————————————— 


OVERSEAS WEEKLY TRAFFIC RECEIPTS 


Gross Receipts Aggregate Gross 


Z g for Week Receipts 
Name & 3 -~ 

B a 1940 or 1940 or 
B.A. and Pacific ...... 4 July 27 +1,168,000'+ 59,000 4,416,000 716,000 
B.A, Gt. Southern... 4 27 +1,927,000 + 41,000) 7,654,000 274,000 
B.A. Western......... + 27 $646,000 89,000 2,492,000 426,000 
Canadian Pacific...... 30 31 +$5,353,000 + 1276000 90,688,000 + 17223000 
Central Argentine ... 5 Aug. 3 $1,591,550 — 572,500) 7,305,100, — 3,801,400 

¢ Receipts in Argentine pesos. T 10 days. 


UNIT TRUST PRICES 


as supplied by managers and Unit Trusts Association 
(Table excludes certain open and closed trusts) 


Name Aug. 7, 1940 Name Aug. 7, 1940 Name Aug. 7, 1940 
For. Bond. Unquoted National D. 9/110-10/1 Key. Gold = 6 10!oxd bid 
Limited Inv. 10/6-12/— Century ..... 10/1!2-11/7! Br. Ind. 4th 8 10!9-10/7ioxd 
New British | 6/7!0-7/7 Scottish ..... 9/—106 Elec. Inds. 11/3-12/71 
Invest. Tr. 8/9-10 9* Univ. 2nd... 11/4!0-12/10!2 Met. & Min. 8/6-10/- 
Bk. &Insur.| 119-13 9* Inv. Flex. ... 7/9-9/- Rub. & Tin Unquoted 
Insurance .. 11/3-13,9* Inv. Gen. .. 11 —12/— Producers 4/7\2-5/7 

smennns 12/9-14/9* Key. Flex. 7/4\o bid Dom. 2nd 3/9-4/9 
Sct. B.L.1.T. 9 6-11/6xd* Key. Cons. 7,- bid Orthodox... 5 6-66 


* Free of commission and stamp duty. 








TERMS OF 
SUBSCRIPTION 


TO 
THE ECONOMIST 
INLAND OVERSEAS 
é& oo’ é. £s. d. 
12 Months - : 218 0 3 10 
6 Months - - 19 0 110 6 


Cheques to be made payable to The Economist Newspaper Ltd. 


PUBLISHING OFFICE: 


8 BOUVERIE STREET, LONDON  €E.C.4. 
Telephone: Centra! 863! 


OFFER TO NEW READERS 


Any reader who makes his first acquaintance with this journal 
with this week’s issue is invited to fill up the attached: 


To The Publisher, Economist Newspaper Ltd., 
8 Bouverie Street, E.C.4. 


In order to test the value of your publication | should like you 
to forward it to me by post for the next four weeks. If | then 
decide to become a subscriber, it is understood that there will be 
no charge for the copies thus received, but otherwise | shall be 
willing to pay 4s. to cover their cost. 





Printed in Great Britain by Eyre anp Spotriswoope Limitep, His Maje 
Tue Economist NewspapPer, Lrp., at 8 Bouverie St., Fleet St., E.C.4.—Saturday, Augu 


THE BANK OF TAIWAN, LIMITED 


(Incorporated in Japan) 
Established 1899, by Special Imperial Charter of the Japanese Government, with 
authority to tssue notes in Formosa. 


Head Office: TAIPEH, FORMOSA. Central Office in Japan: TOKYO 


Branches. 
Amoy Hankow Makong Sintiku Taito 
Batavia Heito Manila Syoka Tikao 
Bombay Hongkong Nanto Singapore Tansui 
Canton Kagi New York Soerabaia Toen 
Dairen Karenko Osaka Swatow Yokohama 
Foochow Kirun Semarang Taityu 
Giran Kobe Shanghai Tainan 


Correspondents in every Principal Town in the World. 
The Bank transacts General Banking and Foreign Exchange Business, and acts as 
Business Agents for other Banks. 
Deposits are received for fixed periods on terms which may be ascertained on application. 


London Office: 40 & 41 Old Broad Street, E.C.2. (M. DOI, Manager) 
Telegrams : Foreign—*‘‘ Taiwangink, London.” Telephone : London Wall 5331-3 (3 lines) 








ECONOMIST BINDING CASES 


Attractive binders to hold three months’ issues of The Economist 
are still available. 


These binders have no wires, clips or metal contrivances so that 
each issue can be bound in an instant for permanent reference. 


Reading Cases to hold two issues, and made on similar lines, 
are also available. 


Both are bound in full cloth (blue) and lettered in gilt. 
The price of the Binder is 5s. 6d. post free (Overseas 6s. 6d.) 
and of the Reading Case 4s. post free (Overseas 4s. 6d.). 


from 


THE ECONOMIST 


8 BOUVERIE STREET, LONDON, E.C.4 
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st 10, 1940. Entered as Second Class Mail Matter at the New York, N.Y., Post Office. 


